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COTTON IMPORTS, EXPORTS, AND MINIMUM 
ACREAGE ALLOTMENTS 


MONDAY, FEBRUARY 6, 1956 


House or REPRESENTATIVES, 
Commopiry SUBCOMMITTEE ON CoTToN, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C, 


The subcommittee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. E. C. Gathings (presiding). 

Present: Representatives Gathings, Poage, Abernethy, Watts, 
Simpson, Thompson, Johnson, Bass, Jennings, and McIntire. 

Mr. Garuines. The committee will come to order. 

This morning we have called this meeting for the poxpoe of con- 
sidering H. R. 8658 and 8659, and an earlier bill by Mr, Abernethy, 
H. R. 8322, as well as H. R. 8703: 

I would like the reporter to incorporate those bills, H. R. 8322, 
H. R. 8638, H. R. 8639 and H. R. 8703. 

(The bills are as follows :) 


{H. R. 8322, 84th Cong., 24 sess,] 


A BILL To encourage the sale of cotton for export and to limit imports of manufactured 
cotton products 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Act of 1949, as amended, 
is amended by adding a new section 407a reading as follows: 

“Seo. 407a. (1) In furtherance of the current policy of the Commodity Credit 
Corporation of offering surplus agricultural commodities for sale for export at 
competitive prices, the Commodity Credit Corporation is directed to use its 
existing powers and authorities to encourage sales for export of such quantities 
of cotton as will reestablish and maintain the fair historical share of the world 
market for United States cotton, said volume to be determined by the Secretary 
of Agriculture. 

““(2) In order to prevent material interference with the sales program au- 
thorized under paragraph (1) of this section or with the cotton price support 
program or to prevent loss of domestic markets for cotton or reduction in the 
amount of cotton products produced in the United States from United States 
cotton, the quantity of manufactured cotton products which may be imported 
into the United States shall not exceed by more than 50 per centum the average 
annual quantity imported during a representative period of two consecutive 
years, as determined by the Secretary of Agriculture: Provided, That not to 
exceed 25 per centum of such quantity may be entered during any calendar 
quarter. The Secretary of Agriculture may promulgate such regulations as 
may be necessary to assure equitable distribution of such quotas among export- 
ing countries.” 


1 
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[H. R. 8658, 84th Cong., 2d sess.] 


A BILL To amend the Agricultural Act of 1949, as amended, and the Agricultural Adjust- 
ment Act of 1938, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Act of 1949, as amended, 
is amended by adding a new section 407a reading as follows: 

“Sec. 407a. (1) In furtherance of the restoration and maintenance of export 
markets for American grown cotton and in the effectuation of the policy of the 
Commodity Credit Corporation of offering surplus agricultural commodities for 
sale for export at competitive prices, the Secretary of Agriculture and the Com- 
modity Credit Corporation are directed to utilize their existing powers and 
authorities to sell such quantities of cotton for export at such competitive prices 
as will reestablish and maintain for United States grown cotton its fair share of 
the world market, said volume to be determined by the Secretary of Agrciulture. 

(2) In order to prevent material interference with the sales program au- 
thorized under paragraph (1) of this section or with the cotton price support 
program or to prevent loss of domestic markets for cotton or reduction in the 
amount of cotton products produced in the United States from United States 
cotton, the quantity of manufactured cotton products within any tariff schedule 
which may be imported annually into the United States shall not exceed 150 
per centum of the average annual quantity of such manufactured cotton prod- 
ucts imported during the two-year period 1953-54, as determined by the Secre- 
tary of Agriculture: Provided, That the Secretary of Agriculture shall establish 
quotas for countable cotton cloth within tariff schedule 9, paragraph 904, of the 
Tariff Act of 1930, on the basis of yarn number groups and the foregoing 
import limitation shall apply to each such quota to prevent concentration of 
imports of countable cotton cloth of any given yarn number or of any group 
of yarn numbers: And provided further, That not to exceed 30 per centum of 
such quantity may be entered during any calendar quarter. The Secretary of 
Agriculture may promulgate such regulations as may be necessary to assure 
equitable distribution of such quotas among exporting countries. Nothing in 
this section shall be construed to affect any right, privilege, or remedy provided 
by the Act of June 16, 1951, as amended, or by section 22 of the Agricultural 
Adjustment Act of 1933, as amended.” 

Sec. 2. Section 344 of the Agricultural Adjustment Act of 1938, as amended, is 
amended by adding a new subsection (a) to read as follows: 

“(a) Notwithstanding any other provisions of law, the Secretary of Agricul- 
ture shall determine for the 1957 and subsequent crops the amount of additional 
cotton acreage allotment (except that such amount may not exceed 1 per centum 
of the national acreage allotment) required to establish a minimum farm allot- 
ment in the amount specified herein for every farm receiving a cotton acreage 
allotment under other provisions of this Act, and such additional acreage allot- 
ment, which shall be in addition to the national acreage allotment, shall be used 
to the maximum extent practicable to increase the allotment of any such farm 
to a minimum cotton allotment equal to the smaller of four acres or the highest 
number of acres planted to cotton during any one of the three years immediately 
preceding the year for which such allotment is determined. The additional 
acreage allotment authorized under this paragraph shall not be taken into 
account in establishing future State, county, or farm acreage allotments.” 





{H. R. 8659, 84th Cong., 2d sess.] 


A BILL To amend the Agricultural Act of 1949, as amended, and the Agricultural Adjust- 
ment Act of 1938, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Act of 1949, as amended, 
is amended by adding a new section 407a reading as follows: 

“Sec. 407a. (1) In furtherance of the restoration and maintenance of export 
markets for American-grown cotton and in the effectuation of the policy of the 
Commodity Credit Corporation of offering surplus agricultural cemmodities 
for sale for export at competitive prices, the Secretary of Agriculture and the 
Commodity Credit Corporation are directed to utilize their existing powers and 
authorities to sell such quantities of cotton for export at such competitive prices 
as will reestablish and maintain for United States grown cotton its fair share 
of the world market, said volume to be determined by the Secretary of Agriculture. 
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“(2) In order to prevent material interference with the sales program author- 
ized under paragraph (1) of this section or with the cotton price-support pro- 
gram or to prevent loss of domestic markets for cotton or reduction in the 
amount of cotton products produced in the United States from United States 
cotton, the quantity of manufactured cotton products within any tariff schedule 
which may be imported annually into the United States shall not exceed 150 
per centum of the average annual quantity of such manufactured cotton products 
imported during the two-year period 1953-54, as determined by the Secretary 
of Agriculture : Provided, That the Secretary of Agriculture shall establish quotas 
for countable cotton cloth within tariff schedule 9, paragraph 904, of the Tariff 
Act of 1930 on the basis of yarn number groups and the foregoing import 
limitation shall apply to each such quota to prevent concentration of imports 
of countable cotton cloth of any given yarn number or of any group of yarn 
numbers: And provided further, That not to exceed 30 per centum of such quan- 
tity may be entered during any calendar quarter. The Secretary of Agricul- 
ture may promulgate such regulations as may be necessary to assure equitable 
distribution of such quotas among exporting countries. Nothing in this section 
shall be construed to affect any right, privilege, or remedy provided by the 
Act of June 16, 1951, as amended, or by section 22 of the Agricultural Adjust- 
ment Act of 1933, as amended.” 

Sec. 2. Section 344 of the Agricultural Adjustment Act of 1938, as amended, 
is amended by adding a new subsection (n) to read as follows: 

“(n) Notwithstanding any other provision of law, the Secretary of Agri- 
culture shall determine for the 1957 and subsequent crops the amount of addi- 
tional cotton acreage allotment (except that such amount may not exceed 1 per 
centum of the national acreage allotment) required to establish a minimum 
farm allotment in the amount specified herein for every farm receiving a cotton 
aereage allotment under other provisions of this Act, and such additional acreage 
allotment, which shall be in addition to the national acreage allotment, shall 
be used to the maximum extent practicable to increase the allotment of any 
such farm to a minimum cotton allotment equal to the smaller of four acres 
or the highest number of acres planted to cotton during any one of the three 
years immediately preceding the year for which such allotment is determined. 
The additional acreage allotment authorized under this paragraph shall not 
be taken into account in establishing future State, county, or farm acreage 
allotments.” 


[H. R. 8703, 84th Cong., 2d sess.] 


A BILL To protect the income of cotton producers, encourage the expansion of domestic 
and world cotton markets, and provide an equitable competitive position for the United 
States cotton textile industry, by establishing the support level of American upland cot- 
ton at 75 per centum of parity and providing for compliance payments to cooperators, 
and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title I of the Agricultural Act of 1949, 
as amended, is further amended by adding the following new section: 

“Sec. 102, Notwithstanding the provisions of section 101 (b), the level of price 
support for American upland cotton shall be 75 per centum of the parity price 
therefor. In order to encourage compliance with cotton acreage allotments and 
marketing quotas, the Secretary, utilizing the facilities and funds of the Com- 
modity Credit Corporation, is hereby authorized and directed to make payments 
to cooperators equivalent to the difference between the national average support 
price or the average market price received by producers, whichever is higher, 
and 90 per centum of the parity price for cotton. The Secretary may determine 
the rate or rates of payment annually or periodically, and nationally or in such 
areas, as he deems advisable. No payment with respect to any crop of cotton 
shall be made under authority of this section (1) in excess of $10,000 to any 
cooperator, or (2) in the aggregate of all such payments in excess of an amount 
equivalent to the estimated revenues from excises on manufactured textiles pur- 
suant to the Revenue Act of 1954, as amended, for the fiscal year in which such 
crop is harvested.” 


Mr. Gatutnes. The first witness we have this morning is Mr. Alan 
G. Patteson, who is the president of the American Cotton Producers 
Associates. Mr. Patteson resides at Jonesboro, Ark. 
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We are glad to have Mr. Patteson with us this morning. As a mat- 
ter of fact, he has not had much opportunity to visit with his famil 
in recent weeks because of his travel in the interest of cotton. We will 
be glad to hear from him at this time. 


STATEMENT OF ALAN G. PATTESON, OF POINSETT COUNTY, ARK., 
PRESIDENT, AMERICAN COTTON PRODUCERS ASSOCIATES 


Mr. Parreson. My name is Alan G. Patteson. Iam a cotton farmer 
from Poinsett County, Ark., and president of the American Cotton 
Producer Associates. This association is a federation of cotton-pro- 
ducer organizations dedicated to the improvement of every phase of 
farming in cotton-growing areas. 

Affiliated organizations include the Missouri Cotton Producers As- 
sociation, Delta Council of Missisippi, Tennessee Agricultural Coun- 
cil, Louisiana Delta Council, Agricultural Council of Arkansas, and 
the North Carolina Cotton Development Committee. We also work 
cheapty with groups in South Carolina and other parts of the Cotton 

elt. 

We are grateful for the opportunity to review the important pro- 
posals now before this committee. 


THE FARM PICTURE 


As you know, farmers are not sharing equitably in the high-level 
prosperity that pervades these United States today. The farmer’s 
share of the consumer’s dollar dropped from 52 cents in 1953 to 42 
cents in 1956. 

Consumers are not benefiting in a substantial way from the lower 
prices paid to farmers. Consequently, lower farm prices have not 
meant much insofar as overall increases in consumption are concerned. 
At the same time, the cost of equipment, wages, and the other necessary 
goods and services trend enraeett 

As cottongrowers, we are cultivating fewer acres, hiring fewer 
people, and Dowiii lower profits. Along with other farmers, we are 
caught in a “price-cost vise” that is slowly closing in on us. Cotton 
acreage has been cut from 28,333,355 acres in 1953 to 17,391,304 acres 
in 1956. Foreign production has increased as we attempt to adjust 
world supplies. 


DILEMMA IN COTTON 


The Commodity Credit Corporation is now selling or has sold some 
19 or 20 conmmtlitien competitively in world markets. All of the 
surplus cottonseeed oil stocks have moved into use. All Government- 
owned protein meals have been sold. Surplus soybeans have been 
moved into world trade on a competitive basis. is has been done 
with a minimum of fe to normal trading. Nothing, how- 
ever, has been done to deal effectively with cotton exports. Here is 
the current picture. 

As things now stand, cottongrowers in the United States bear the 
brunt of the adjustments in cotton production for the entire world. 
Curtailment of acreage has now become so severe as to bring great 
hardship upon the entire cotton community. While we have reduced 
acreage about 38 percent since 1953, production in other countries has 
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increased correspondingly. Thus, we have been frustrated in our 
efforts to improve the world supply-demand balance. 

Briefly, here are some of the factors leading up to the present crisis: 

In 1950, less than 10 million bales were produced in the United 
States on more than 21.5 million acres. 

The Korean war came.: Cotton reserves were low. Cotton export 
quotas were imposed in August 1950. Cotton prices abroad ranged 
above 80 cents per pound. Ceilings kept our prices at about one-half 
of the world levels. 

Obviously, under these conditions, there were great profit oppor- 
tunities in cotton production abroad. Capital exports were encour- 
aged by both the economic setting and by foreign-aid programs such 
as point 4. 

During 1951 and 1952, the United States growers were urged to 
produce 16 million bale cotton crops.. They received no underwriting 
except access to CCC loans. They received no tax concessions excepb 
for a few gins and warehouses in western areas. 

By law, domestic disposal of cotton by the CCC is hinged to 105 
percent of existing support levels plus carrying charges. Policies of 
the administration dictate the same price pattern for CCC cotton 
offerings abroad, except for the 1 million bale, short staple, limited 
bid basis program started in January of this year. 

Other commodities are sold abroad by the OCC at'less than support 
levels. These policies have provided a price umbrella—market pro- 
tection—for cotton expansion not only in friendly countries, but in 
the Communist bloc as well. 

The result has been a rapid decline in cotton sales abroad. Exports 
of United States cotton have dropped from nearly 50 percent of the 
world total in 1951 to approximately 20 percent for the current mar- 
keting year. 

Continuation of our current policies and the GATT textile agree- 
ments will liquidate the cotton industry of these United States, an 
industry in which approximately 15 million people are actively 
involved. American cotton policies have provided economic in- 
ducements for large amounts of capital from the United States, 
Switzerland, and other countries to be siphoned into the production 
of American types of cotton. 

This has apparently taken place in many countries at the expensé 
of needed food: production. Obviously, some of the public funds used 
abroad and the encouragement of private investors have played a part 
in the cold war. 

Yet it is fair to ask such questions: “Will long-term mutual gains 
accrue from increased cotton production?”; “Would there be more 
lasting benefits from the development of production capacity and 
processing facilities to increase the nutritional and health levels for 
other citizens of the free world?”; ‘Will our assistance and cotton 
market protection for free-world countries really help their economies 
in the long pull?”; “Would it not be more realistic to stay in world 
markets on a ‘fair share basis’ than to set the stage for dogged price 
wars among our free-world friends?” 

This has already been exemplified by a drop in the world price of 
up to 8 cents pér pound without the United States offering a single 
bale of CCC cotton at competitive prices. 
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It would appear that the big gainers from current policies are the 
cotton enterprisers with global operations. So long as they can keep 
United States policies relating to cotton tied to cutbacks in production, 
and an unwillingness to meet competition in world markets, then the 
international cotton operators have well-marked paths indeed. 

The same high signs for cotton expansion abroad can be read with 
meaning in Communist-dominated countries. 

Immediate action is needed to reverse the dangerous trends inherent 
in our current cotton policy. We offer the following recommenda- 
tions to meet the problem: 

1. Action to regain and retain a fair share of the world market 
for United States cotton—5 to 5.5 million bales—and adoption of 
such competitive pricing devices as may be necessary to insure this 
export volume. 

As has already been noted, the CCC already has the authority to sel] 
competitively in world markets. That they have not used this au- 
thority is a clear indication that they will not do so in the future 
unless so directed by the Congress of the United States. 

It is also significant that nearly all other countries stimulate ex- 
ports by the use of some type of Government export-pricing program 
and that such devices are recognized as standard practices in inter- 
national raw-cotton marketings. 

2. Impose reasonable and equitable import restrictions against 
cheap foreign textiles. 

On September 10, United States customs collectors put into effect 
sharply lowered tariff rates on cotton textile imports. These new 
rates were agreed to by the State Department in June 1955, for the 
purpose of building up the Japanese economy. Japan already en- 
Joys a competitive cost advantage over our domestic mills because of 
access to lower priced cotton and cheap labor. 

According to the International Cotton Advisory Committee, Japan 
now has about one-fourth of the total world trade in cotton goods. 
Japan is buying 3 out of 5 bales of their cotton requirements from 
ere other than the United States. 

ncidentally, I understand it is now running at about the rate of 25 
percent from the United States. 

Imports are increasing rapidly and the lower tariff will boost the 
volume of cotton goods, fabric, apparel, towels, sheets, and so forth, 
entering this country to be sold at prices under levels which can be 
met by our mills. 

The importation of large quantities of foreign textiles will not only 
displace goods produ in this country but will add to our raw- 
cotton carryover by cutting sharply into the consumption of cotton 
by United States mills. It is also significant to note that a report 
from the Japanese textile industry indicates that their consumption of 
United States cotton will be much less during the current marketing 
year than for the previous year. 

8. One change in the law applicable to cotton-acreage allotments 
is desirable at this time. With the drastic cuts in acreage, county and 
State committees in many areas find it impossible to prevent real 
hardships on smal] farms by use of available reserve acres. 

We recommend a national reserve, not exceeding 1 percent of the 
national allotment, to be allotted to States on the basis of need for 
small-farm adjustments. Such a reserve, which should be over and 
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above the national allotment, if used to provide minimum allotments 
of 4 acres, or the highest planted in the last 3 years, whichever is 
smaller, would make a substantial contribution toward enabling small 
cotton farmers to achieve better incomes. 

4. We recommend drastic revision or outright suspension of all 
foreign-aid programs tending to stimulate production abroad of com- 
modities in surplus suply in the world markets or on which production 
is curtailed within the United States. 

We wish to again emphasize the extreme seriousness of the current 
situation and urge immediate action to regain and hold our fair share 
of the world cotton export trade and give needed protection to our 
domestic mills. 

We feel confident that the steps outlined here and contained in 
legislation before this committee represent the best possible approach 
toward solving a difficult problem. We cannot continue to cut cotton 
acreage while other countries build up production. We must, with 
the help of Congress, reverse this trend and begin shaping our policies 
Somesihe a preduction level that will maintain a healthy economy in 
cotton-producing areas. 

We are grateful for the opportunity to present our views before 
this subcommittee. 

Mr. Garuines. Thank you very much, Mr. Patteson. I wish you 
would state for the record, the time your organization was founded 
and also the various State groups that it consists of. 

But [I would like, if you would, to give us a little of the back- 
ground and the purposes of your organization. 

Mr. Parreson. Mr. Chairman, these various States have their own 
State organizations, you know, and have had them for some time. But. 
they have worked rather. singularly, you know,for the benefit of 
cotton, and so about a year ago—in fact, a little less than a year ago, 
this American Cotton Producer Associates was formed. It is an 
organization of associations of these different State organizations. 
And the purpose is for the benefit of cotton in any way we think we 
can help. 

Mr. Garutnes. Over here in your statement, I believe on page 4, 

ou state that other cotton-exporting countries are moving their cotton 
into world channels. 

How are they doing that? What method are they using in these 
other countries to export more cotton ? 

Mr. Parreson. Besides cutting price? 

Mr. Garuines. Yes, just how does it work out ? 

Mr. Parreson. Well, of course, what they have been doing ig 
along is whatever our price is, why they have just sold it a little bit 
cheaper—just cheap enough to take the business away from us. 

Two or three years ago, Brazil had this tremendous carryover down 
there, as you remember, so they manipulated their currency in order to 
price that cotton under the world price and moved every bale of it 
and we sat here and allowed them to do it. 

We did not meet that competition. It was something over 2 million 
bales, I think. ~ 

Mr. Garutnes. Mr. Patteson, you are a member of the Advisory 
Committee on Cotton, is that right? 

Mr. Parreson. No, I am a member of a special committee that was 
appointed by Secretary Benson to consult with Mr. McConnell and 
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the Secretary, Mr. Benson, on trying to get rid of this:surplus cotton. 
That was a special committee that was appointed last February. We 
‘have met-—— Heit 

Mr. Gaturnes. Is the same group still in existence? 

Mr. Parreson. So far as I know. We have not been dismissed or 
notified that the committee was no longer in existence. 

Mr. Garutnes. Would you mind submitting for the record the 
names of each individual and the State from when¢e they come on 
that group? 

Mr. Patreson. Mr. Chairman, I do not know whether I can remem- 
ber all of them or not. vf 

Mr. Gatuines. Would you furnish it for the record? We can get 
it from the Department and put it in here. 

(The data requested above has not been received.) 

Mr. Gatrutnes. Getting back to the third point in your statement 
how was this 1 percent reserve at the national level to be si honed 
off to the States? Specifically, how would your recommendations 
work out there? 

Mr. Parreson. I would think in proportion as'to how they need it. 

In other words, the States with small farmers and under 4 acres, 
that is where it would go. 

Mr. Gatuines. Would it be handled through the State committees 
similar to the present State reserve ? 

Mr. Parreson. Yes. 

Mr. Gatuinos. I wondered if the group that was appointed by 
Secretary Benson had a look at this particular type of legislation ? 

' “Mr. Parreson. Yes. Back at the first meeting why it was not that 

way because there were cotton shippers on there and various seg- 
ments, but finally, by the first of July, and after several meetings, 
why the vote was 7 to 1 to put ina sais program and then Mr. Mc- 
Connell and Secretary Benson had this program drawn to imme- 
‘diately start selling this cotton, to start selling in the world markets 
as of last August. 

At that time Mr. McConnell was notified to clear this plan with 
the Dodge Council and the Dodge Council turned it down flat. 

' $o the plan to sell the cotton was not carried out. But this Ad- 
visory Committee to Mr. McConnell advised him 7 to 1 that was the 
‘proper thing to do. 

Mr. Gatutnes. How is the program to sell one million bales surplus 
cotton working out? How is that program doing? 

Mr. Parreson. I understand it started the Ist of January and 
probably sold about 750,000 bales of that million up to this time. 

Mr. Gaturnas. Moving fast ? 

Mr. Patreson.. Moving fast. 

Mr. Gatutnes. As a matter of fact, this project has not been in 
existence very long? 
| Mr. Parreson. it started the ist of January. I think the first bids 
were probably opened on the 2nd of January. So within, you might 
say, in thirty days they have sold 650,000 bales of it. 

Mr. Garuines. Is it your —— and that of your group that this 
\particular type of —— should be augmented and accelerated ? 

Mr. Partreson. Absolutely. In other words, :we think that just 
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the minute this million bales of cotton is disposed of that we should 
‘eontinue and not limit it to certain grades and staples like this million 
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bales has been limited. You see this million bales is a special pro- 
gram and it is limited to fifteen-sixteenths and shorter cotton. We 
happen to have on hand right now—I imagine in the carryover there 
will be maybe 6 or 7 million bales of inch and thirty-seconds and six- 
teenths and three thirty-seconds. We feel that cotton should be started 
to sell immediately. 

Mr. Garuines. Any questions? 

r Mr. Co 8 meg Mr. Patteson, what part of Arkansas do you 
ive in 

Mr. Patreson. I am from Jonesboro, Ark. 

Mr. AsernetrHy. That is a heavy cotton producing area? 

Mr. Partreson. It is; yes. 

Mr. Asernetuy. Of the delta section ? 

Mr. Patterson. That is right. 

Mr. Anernetny. For a good many years I have espoused some sort 
of a minimum allotment for the small farmers. It has always been 
my position that if there was a small farm. if social problems resulted 
from the cut back of crops, that the problem was one of the entire 
Cotton Belt and not of a particular county or State as the law now 

uires it to be. 
s that the thinking of your organization ? 

Mr. Parrerson. Yes. I will agree with you on that. However, in 
my particular section why we do not have that problem too much. 
Our four-acre men are all gone. 

Mr. Asernetuy. I understand that. You represent a pretty heavy 
cotton producing area and planters who are generally regarded as 
the larger type of planters—I mean you come from that section ? 

Mr. Parreson. Yes. 

Mr. AnernetHy. And a very fine section it is. 

Well now, do I understand that the people of your section who 
are heavy planters of cotton, have now come to the conclusion that a 
social soabhela does exist among these small cotton farmers and they 
feel that a reserve should be made, or a special allotment should be 
made at the national level in order to keep from reducing these small 
farmers under four acres if they had planted that much? 

Mr. Parreson. Mr. Abernethy, we have always more or less felt that 
way about it. 

Mr. Anernetnuy. Of course, you had not written about it before. 
I just wanted to find out how you stood now. I did not know that 
you felt that way before. 

Mr. Patreson. Yes, we felt that. 

Mr. Asernetuy. I am not criticizing. 

Mr. Parreson. I understand. 

Mr. Apernetuy. That is the feeling of your people? 

Mr. Parreson. Yes. 

Mr. Anernetuy. How far will 1 percent go to meet the desired 
objective to which you have subscribed in your statement ? 

r. Patreson. Well, I think the 1 percent will amount to about 
175,000 acres. ° 

Mr. Anernetuy. That is true. 

Mr. Patreson. How far that will go in getting up to four acres, we 
feel it will come pretty close to it. 

Mr. Anerneruy. You are guessing now ? 
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Mr. Parreson. Yes, I am guessing, that is correct. 

Mr. Asernetuy. A guess will not help us much, 

Mr. Parreson. No, sir. 

Mr. ApernerHy. You have approved of the 1 percent and you have 
represented or indicated that it would bring these people up to the 4- 
acre minimum or their highest planted, whichever is the larger, but 
we actually do not know that yet, do we? 

Mr. Parreson. No; I do not. 

Mr. Asernetruy. Another thing, the bill provides, and I do not know 
but what that is going to have to be amended, that that should be based 
on the past 3 years. What we are trying to cure is what has actually 
happened in the past 3 years, are we not ¢ 

Mr. Patreson. Yes. 

Mr. Apernetuy. And so since you limit it to the highest planted or 
4 acres, whichever is the lowest for the past 3 years, you do not bring 
any relief, do you? 

Mr. Parreson. We were under the impression that it would. 

Mr. Aperneruy. It will not change what the allotments were from 
the past 3 years. 

Mr. Parreson. If they haven’t 

Mr. Asernetuy. It would change it from now on and henceforth if 
there are further cuts, is that not right ? 

Mr. Parreson. I think so. 

Mr. Asernetuy. I will take it back. Mr. Poage just made an ob- 
servation which is correct. If the allotments during the first or second 
year of that base were higher than the third or present year of the base, 
it would go back and raise their allotments to that earlier figure. That 
is correct. 

You know we had a bill here and passed it out of this committee, 
not with the support of some of us, however, just a few years ago, 
which increased the allotment of our Western friends in the production 
of cotton. 

It is generally understood that those people were high and heavy 
planters of cotton and had large acreages. If it be true that they 
received a special allotment of about 250,000 acres or more, to solve 
a problem that had happened to the large cotton producers, do you 
not think it is just as reasonable that we have legislation that would put 
just that same amount of acreage to the benefit of these 4-acre pro- 
ducers ? 

Mr. Parreson. I certainly do. 

Mr. Apernetuy. Even if it took 250,000 acres? 

Mr. Parreson. Right. 

Mr. Apernetuy. There is one thing that a lot of the cotton farmers 
do not understand and I am sure with all due deference that some 
members of the committee that voted for that bill a few years ago and 
some Members of Congress do not understand, and that is the moving 
base. It eventually and adequately takes care of the very thing that 
we attempted to solve by the special bill which we passed a few years 
ago. 

Mr. Parreson. That is right. 

Mr. Apernetuy. That special bill gave to our Western friends an 
extra acreage of around 250,000 acres. That is the amount that was 
tacked on when it got over to the Senate. It was considerably less 
than that when it left the House. 
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The Senate saw fit to put it up to around 250,000. 

Although cotton has been reduced this year from 18 million some- 
thing down to 17 million something, as a result of that moving base, 
those Western States have not taken any cut but on the other hand 
have gotten an increase this year ; is that not correct 

Mr. Parrrson. Yes; that is right. 

Mr. ApernetHy. They have gotten an increase. 

Mr. Parreson. That is right. 

Mr. Apernetuy. On the other hand, in earlier years, the eastern 
end of the belt got what might be an extra portion of the cotton allot- 
ment, they got the same benefits that the West is getting now. 

So what is happening is that they are just evening up now; is that 
not right? 

Mr. Parreson. That is supposed to be the purpose of it ; yes. 

Mr. Aperneruy. That is what the moving base does—that is what I 
contended that it would do 2 or 3 years ago. It has done it in that they 
have taken no cut out there this year and on the other hand have 
gotten an increase. That is true, too, is it not? 

Mr. Parreson. Yes. If you will remember at that time we were very 
much against that. 

Mr. Anernetuy. Yes; that is right. We all were. That is all over. 

The point I am making now is that these little fellows now are com- 
ing in and asking for their day in court. And you people who are 
planters of high acreages of cotton very graciously and rightly so, I 
think, take the position that it is time for these little ones to be taken 
care of. Otherwise, we will have a serious social problem in the Cotton 
Belt in the years ahead. 

Mr. Parreson. Yes. 

Mr. Asernetruy. That is your position ? 

Mr. Parreson. Yes, sir. 

Mr. Asernetuy. Suppose a farmer has 2 acres of cotton, and at the 
same time he has 40 acres of wheat and 5 acres of tobacco and 15 acres 
of peanuts, would you see any point increasing his minimum from 2 
to 4 acres of cotton ? 

Mr. Parreson. No; not as long as he has these other allotments on 
these other crops. 

Mr. Anernetruy. Well, then, is it your feeling that this 4-acre mini- 
mum should be applied to farmers who are more or less nothing but cot- 
ton farmers so far as the price support is concerned ? 

7 Mr. Parreson. Yes, strictly that, where he depends on cotton for a 
iving. 

Mr. Anernetuy. I believe that is all. 

Mr. Garntnes. Mr. Poage. 

Mr. Poace. I want to ask you right there a little bit about that 
acreage. I look upon it as the minor portion of this bill. This bill, 
as I understand it, is divided in two portions; one relates to market- 
ing and one relates to acreage allotment. 

And T look upon the marketing features as the more important 
feature of the bill. 

Mr. Patreson. We do, too. 

Mr. Poace. There is one feature about the acreage that I think we 
should clear up here because we had quite a lot of discussion about it 
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a year or two ago. And without wanting to bring any particular 
States into question, would not this provision allow any State to 
use its entire State reserve for trends or just give it to the big growers 
if it wanted to, and then turn around and get a share of this national 
reserve in proportion to the number of small growers it has? 

Mr. Patreson. Yes. 

Mr. Poagg. Is that hardly fair? Should not the State, at least, use 
its State reserve for this purpose, I have no objection—— 

Mr. Parreson. I think—— 

Mr. Poacr. I suported a proposition of this kind in the past, but 
should not the State have to use its own acreage to take care of these 
small growers, at least before it comes along and says to the other 
States, “Come in and give us some of yours to take care of our small 
growers” ? 

Mr. Patrreson. We feel this is necessary in addition to the reserve. 

Mr. Poser. I am not criticizing that. 

Mr. Parreson. They use that reserve so far as it will go. 

Mr. Poace. But wait, that is just the point. Does this bill require 
the use of that reserve as far as it will go? If it does, I am sure I can 
go right along with you, but I do not so read it. 

Do you understand that this bill requires the use of the State reserve 
for this purpose before you get this extra gift from the Federal 
Government ! 

Mr. Parreson. I think that it requires that local reserves be used 
up in hardship cases, yes. I would call those hardship cases. 

Mr. Poace. I wish you would point out the language of the bill. 
I think that is extremely important. 

Mr. Parreson. I haven’t the bill in front of me. I just would not 
know whether it was in the bill or not. 

Mr. Poace. Frankly, I do not think it is. I do not want to make 
too much of a point of it. We will hasten along. 

You will agree if it is not in the bill it should be there? 

Br. Parreson. I do not see where it would hurt to be part of the bill, 

Mr. Poace. That is sufficient there. 

Let us go back to the major portion of the bill. 

I think we can all agree there that before you call upon somebody 
else for help you ought to help yourselves and then if you cannot do 
the job, why then the other folks ought to come in and help you. 

Mr. Parreson, ‘Yes. 

Mr. Poaae. As I understand it, the whole pmlcoophy of this legisla- 
tion is the protectionist philosophy, is it not 

Mr. Partreson. It is what? 

Mr. Poage. Protectionist philosophy—it is the philosophy that 
many of us repudiated a good time ago, maybe wrongly, and I recog- 
nize the desirably of doing what this bill attempts to do in the way 
of marketing, but it does reverse the field, does it not? 

Mr. Parreson. No question about that. 

Mr. Poags. We have for generations, at least, said and most of us 
have gone out and made speeches that we would not ask a thing in the 
world for the farmer if the farmer had an opportunity to buy in a free 
market, we would expect him to sell in a free market. 

Mr. Parreson. Mr. Poage, I think most of us still feel that way about 
it. 
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Mr. Poacr, Do we? 

Mr. Parreson. But—— 

Mr. Poace. I doubt that, but then it seems to me that what we are 
doing here is to say that—well, we recognize that the farmer cannot buy 
in a free market. 

Mr. Patterson. That is right. 

Mr. Poags. Is that not really what we are saying? 

Mr. Parreson. That is correct. 

Mr. Poace. And I am not saying that I am entirely condemning that 
because I have somewhat the same feeling myself. But I think you 
will agree that it would be better if we could have a freedom of move- 
ment whereby the farmer would sell in a free market and meet compe- 
tition provided he in turn coyld buy in a free market and was entirely 
competitive which we recognize he is not. You will agree that would 
be more desirable ? 

Mr. Parreson. I certainly will. 

Mr. Poace. And I will agree with you that and I agree with you that 
I do not see the answer as to how we will achieve that freedom of move- 
ment. 

Mr. Patreson. Of course, what we are up against, Mr. Poage, and 
the reason we are having to change our viewpoint, just as an example, 
I picked up a Commercial A a about 2 weeks ago and there was 
a financial statement of the International Harvester Co.—a statement 
of their earnings for the past year. 

Their earnings were up 52.9 percent over the year before and the year 
before was one of the big years in their history. 

So in the face of that, you know, and in the face of the dollar mini- 
mum wage going into effect on the ist of March, which will vitally 
ofan the farmers, why we are very definitely not buying in a free 
market. 

Mr. Poace. That isright. I agree with you that we are not. I agree 
with you that we must do something to tend to equalize that situation. 
And that raises another of those difficult questions to solve. 

It seems to me that our basic problem with cotton and with a great 
many agricultural commodities, has been our desire to move the com- 
modity at a competitive price and at the same time to assure the farmer 
of a compensatory return. 

Is it not to achieve those two somewhat contradictory ends that we 
find this problem so difficult ? 

Mr. Parreson. That is right. 

Mr. Poacr. Those of us who have supported the 90-percent-of- 
parity proposal—and I am one of them—have believed that we should 
emphasize the importance of farmer income more highly than we 
emphasized anything else in the program. 

hose who have opposed our viewpoint have, as I see it, felt that 
we should emphasize the competitive position of our price structure 
rather than to emphasize the return to the farmer. 

And consequently, there have been many who said in the past, “Let 
the price of cotton drop and the farmer will be better off to let it 
ang because he will then be competitive with the rest of the world.” 

e would like:to achieve both of those objectives but there seems 
to have been a conflict between the two. 

What x 


ou are trying to do here, as I understand it, is to resolve 
that con 


ict in such a way that we may make American cotton more 
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competitive, let us say, in the world market and to try to maintain 
that farmer income at the same time. That is what you are trying to 
do with the bill; is it not? 

Mr. Parreson. Yes. 

Mr. Poagesr. And I think we can all agree on that. Certainly, I do 
not know anybody around here that will take issue with that effort. 

I have tried to approach it slightly differently and I recognize the 
protectist concept even in what I have tried to do. I have tried 
to compromise those things by suggesting that we let the American 
— drop to a fixed figure. I felt that that was more desirable than 

eaving the matter entirely to the discretion of the Secretary of Agri- 
culture. Maybe it is not. 

There are some advantages of that if you have a Secretary who will 
trade in behalf of America all of the time, but with all due respect to 
everybody who has occupied that great office since I have been familiar 
with it, can you name me a Secretary that we have had since you and 
I have been in business that has actually started out with the idea that 
he was going to trade in behalf of America all the way down the line ¢ 

Mr. Parreson. Well, Mr. Poage, I will agree with you up to a certain 
extent but I disagree with you a little bit on Mr. Benson. I believe 
Mr. Benson wants to do it; that the State Department won’t let him 
do it. He certainly sold cottonseed oil. 

That is what our fight has been. We have been over there. He did 
approve this program to start selling cotton on the 1st of August, 
you understand, and then it was killed over his head. 

Mr. Poage. It was killed—wait a minute—I will take some respon- 
sibility for the killing of that because I sat right there where you are 
and had something to do with that. 

And the chairman of this committee had something to do with that. 
I mean the chairman of the full committee. Certainly, I will take 
some responsibility right there, because I believed that the philosophy 
set out in that report—and I do not know whether you studied the 
report that was put out by the National Cotton Council on cotton 
prices 

Mr. Patterson. Yes, sir, I certainly have. 

Mr. Poagr. I think they announced a pretty sound philosophy in 
there to the effect, as I understand it, that you cannot change markets. 
very materially simply by fire sales. 

That the only way you can hope to bring American cotton back into 
any market, either domestic or foreign, is through the establishment 
of a long-term policy that will give some assurance as to what the 
price will be, somewhat stabilize over a period of time. 

And that no matter how low you drop the price today, or on the 
l7th day of March, or on Washington’s Birthday or any other par- 
ticular fire-sale day, that unless there is some assurance that that kind 
of price is to be maintained that you are not going to induce many 
people to go out of cotton production in forei binds or induce many 
synthetic mills to close down on the assumption that they will not be 
in business 3 and 5 years from now. fan 

Now; my objection to Mr. Benson’s program has been that he has 
been conducting fire sales. He has not established any policy. He 
has not announced any long-time policy for the United States. He 
does not fix anything and unless you write it into the law you have: 
not fixed anything. 
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Mr. Parreson. I will agree with you on all of that; that this pro- 
gram and Mr. Benson’s idea has been, as you say, fire sales to get rid 
of the huge surplus we have. 

Mr. Garuines. Let him finish. 

Mr, Partreson. That must be followed up with a long-term policy; 
T agree with you on that thoroughly. We all appreciate that fact. 

Mr. Poace. You cannot affect, as I see it, what the foreigner is going 
to do by simply conducting these fire sales and I think you correctly 
stated it, I believe, that the foreign countries keep their price under the 
American price and it rides up and down, but there it stays just under 
the American price. 

1en you lower the price, and that is one of the things in your state- 
ment that I wanted to call your attention to, one of the few things that 
I think you drew an erroneous conclusion from—on page 3 you have 
stated : 

This has already been exemplified by a drop in the world price up to 8 cents 
per pound without the United States offering a single bale of CCC cotton at 
competitive prices. 

That was, as I understand your conclusion, that foreigners were 
fighting among themselves. I was in Brazil at the time Brazil dropped 
her price approximately 5 cents, Mr. Jones was there, too, and I be- 
lieve you will bear me out, Mr. Jones, that we discussed this very 
matter. That happened while we were down there. 

Brazil had been riding about 3 cents under the American price and 
then by manipulation of the exchange—and that is they way they con- 
trol the prices—they, in effect, dropped the Brazilian price approxi- 
mately 5 cents more per pound. 

We talked to the Finance Minister, and I asked him, “Why are you 
dropping the price of Brazilian cotton now? You are already under 
the American price. Why are you dropping the price so much?” 

“Well,” he said, “You are going to put on a big sale in January and 
we know your price will go down. We have got some surplus. We 
are going to try to move our cotton before your price goes down.” 

I think it had nothing to do with competition between foreign 
countries. It was merely and entirely a preparation for what they 
knew the United States was fixing to do. 

Mr. Parreson. I will agree with you on that. I think that any for- 
eign country—I do not.care who it is—sees us sitting over here with 14 
million bales of cotton, they know that cotton will have to be sold 
sooner or later and whether we announce we will have a sales program 
as of the 1st of January, that is true for the 1 million bales, but that 
was a drop in the bucket. 

Mr. Poace. It was not compared to Brazil’s three or four hundred 
thousand. 

Mr. Parreson. I guess it is, too, the same kind. 

Mr. Poage. It was a drop in the bucket as to what we had. 

Mr. Asernetuy. A drop in the bucket as to what we had in stocks 
but as to the market, it was enough to put the Brazilians into action. 

Mr. Patreson. It was not only the Brazilians but the other coun- 
tries. It isthe same thing. They will not buy any cotton from any- 
body so long as they see us with 14 million bales of cotton on hand. 

Mr. Poace. All I am raising these questions for is not to condemn 


your action but to merely point out that it seems to me that we get 
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greater advantages by announcing to the world for a long time that 
we are going to hold the price of American cotton on the world market 
down to 75 percent of parity, than you get by saying to the world that 
we are going to see if some American Secretary of Agriculture does not 
become more aggresisve in the sale of cotton than we have ever had in 
the last 25 years. 

And it seems to me that by making a firm announcement of, say, 75 
percent of parity on the world market for years to come, that we are 
in a much stronger position than we are telling these foreign nations 
that, yes, we are going to get a very ag ive Secretary of Agricul- 
ture but you know the American State Department is still there. 

And I submit, and I am sure you will agree with me, that neither 
the present administration nor the past—— 

r. Patreson. That is true. 

Mr. Poace. Has overridden the State Department in any effort to 
push American cotton, and I do not think you have any reasonable 
grounds to expect that any future administration that we can foresee, 
whether it be Mr. Eisenhower, or whether it be Mr. Stevenson—I do 
not think you have any reasonable grounds, and I do not think any 
foreign nation has any reasonable grounds to assume that we are going 
to become so very aggressive under legislation of this type. 

Consequently, all I am saying is that it seems to me that your legis- 
lation weakens itself in not catablioling a fixed policy such as 75—and 
that is purely an arbitrary figure, of course—in saying that that is 
going to the the market year after year. 

Mr. Parreson. If that price was low enough you are absolutely 
correct. 

Mr. Poace. Do you think we ought to go below 75 percent ? 

Frankly, there is nothing sacred about the 75. 

Mr. Partreson. Our feeling is that the only way in the world that 
you are going to stop these foreign countries from expanding is to meet 
their competition, whatever that might be. 

Mr. Poace. You mean get below their —- price. 

I think you did explain it very correctly. I think we have but to 
go to your statement when you pointed out that this great expansion 
took place not really upon the idea that they were going to get 30 cents 
for their cotton but this great expansion began to take place when they 
were getting 80 cents for their cotton. 

And you pointed it out very correctly that is what happened in the 
world market and that is what induced a great many of these people 
into cotton—not the American price. It was the world price, that was 
far and above the American price that brought a lot of these people 
into cotton. 

And then one further weakness if I may point this out as I see it. 
I think that the greatest threat to the American cotton producer is 
not in the fields of Brazil or even in Mexico which is a much greater 
threat than Brazil, but in the synthetic mills of North Carolina, and 
of Italy, and of Belgium; those synthetic mills offer us a greater 
threat than anybody’s cottonfield. 

I think that they are going to undersell everybody if they can and 
they can probably undersell them. I do not understand that we do 
one thing in the world in this bill toward meeting that threat of the 
synthetic mills, 
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Mr. Patreson. There is no doubt in the world but this is a short- 
term program. There is no question about that. And something must 
be devised for a long-term program that will meet the competition 
of world price of cotton and also the synthetic mills. I will agree 
with you. 

bie. Ponte. I want to go along with you on that. 

Thank you. 

Mr. Garutnes. I think Mr. roe is trying to ask the witness 
—n or not you would favor his bill. Have you read Mr. Poage’s 
bill 

Mr. Patreson. I am not smart enough to grasp it that fast. I have 
just glanced through it. 

Mr. Poage. I do not think it is fair to ask the witness to pass an 
opinion on it. I am trying to think out the fundamentals involved 
and whether we should not go further and more to the fundamental 
problem—at least I think maybe we go more to the fundamental pro- 
gram in the approach in H. R. 8703. 

Maybe you have a temporary approach here. I am not suggesting 
that you ave not. I am merely suggesting that I do not think this 
solves your fundamental problem. 

Mr. Patreson. I agree with you on that. We know there must be a 
long-term program that has to be adopted. We agree with you thor- 


oughly. And I know that many smart men are working on that and 
trying to figure out which is the best long-term program. I have seen 
a number of them myself. Most of them have so many bugsinthem. It 
is just a question of which is the best approach. 

ut you are absolutely correct that something is going to have to 


be done. 

Mr. Garurines. Mr. Bass. 

Mr. Bass. I would like to find out if you would support section 2 
of this bill without section 1. Section 2 is the increase in the acreage 
er small farmer, and section 1 deals with the export-import 
problem. 

Mr. Parreson. Yes. We would support it without the number 1, 
but we feel the number 1 is the most important problem at this time. 

In other words, we are for number 2, and agree with it thoroughly. 

Mr. Bass. Let me ask you this question, then: Do you think that 
the first paragraph of this bill is worth the paper it is written on? 

Mr. — Well, do you mean to force the Secretary to sell 
cotton 

Mr. Bass. Yes. Do you think it is worth the paper it is written on? 

Mr. Patreson. Well, I think all of these things have their effect, 
Mr. Bass. 

Mr. Bass. All right. If you will read that paragraph very closely, 
it just directs him to maintain a position in importing cotton and a fair 
share of world markets and volume to be determined by the Secretary. 

In my humble opinion, and honest opinion, based on the wording 
of it, it is not worth a nickel. 

Mr. Patreson. Well now, we know that—— 

Mr. Bass. What do you think is the fair share of the cotton market? 

Mr: Parreson. We think 5 million bales. That is historic. 

Mr. Bass. Why did you not put it in there, tell him to sell 514 mil- 
lion bales ? 

Mr. Patreson. It is in our testimony. 
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Mr. Bass. You are just directing here a fair share. 

Mr. Parreson. Yes. 

Mr. Bass. And the authority is already there. We know that. 

Mr. Parreson. That is right. 

Mr. Bass. They need no new authority whatever to do this thing. 
And you are directing them to do something but you are giving them 
an escape clause, because the very man that has the authority to do it 
now is the very man who shall determine how much shall be done. 

So I see no need of paragraph 1, and my primary interest is in sec- 
tion 2. 

Mr. Parreson. We were for it last year. 

Mr. Bass. How? 

Mr. Parreson. Our organization has always been for it. 

Mr. Bass. The 3 percent increase last year? 

Mr. Parrerson. I do not know what the figure was. 

Mr. Bass. Three percent increase last year. 

Mr. Parrrson. At the time the American Producer Associates was 
not in existence. The Agriculture Council of Arkansas did support 
it. Iam sure the Delta eel of Mississippi did. 

But our organization was not in existence at that time. We have 
had this organization of all of the different ones, including the Ten- 
nessee group, you see, take place within the last 9 months. 

Mr. Garutnes. Do you take the position that the million bales. now 
being sold by the Department of Agriculture will suffice and that is 
sufficient ? 

Mr. Bass. I do not take that position at all. Have they sold that? 

Mr. Garuines. They moved over 600,000. 

Mr. Bass. The position I am taking is that if the Secretary of Agri- 
culture—and evidently he must think that that is a fair share now—he 
might determine that that is still a fair share, because the Secretary 
of Agriculture has all of the authority in the world he needs. 

Mr. Garuines. That is right. 

Mr. Bass. I do not think you can do it. I do not think that you 
could under any circumstances, unless you just say to him, “We will 
see that you dump 514 million bales of cotton on the market at any 
price that the market will afford.” 

When you come back and say, “A fair share” and so forth, and the 
volume to be determined by the Secretary of Agriculture—— 

Mr. Garuines. Did you hear the gentleman’s statement? It is not 
a oe of dumping cotton. 

r. Bass. I know. 

I may be wrong but I have never see so. 

Mr. Parreson. We feel that this bill will exert some pressure on the 
Secretary, more pressure than is on him at the time. 

Mr. Jonzs. As I understand, Mr. Patteson, representatives of your 
organization were here last fall, and met with the Secretary and out- 
lined your stand on this; is that right? 

Mr. Patreson. We met with the Secretary 7 or 8 times and outlined 
our stand; yes. 

Mr. Jones. In those meetings what indication did the Department 
give that they would follow an aggressive policy such as is indicated 
in section 1 of the bill here for selling this cotton ? 


Mr. Parreson. The indication was that they did adopt a policy in 
July of starting selling this cotton last August. Secretary Benson 
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did adopt that policy that they were going to sell this cotton starting 
the 1st-day of last August. 
(Mr. Jones. Did they indicate that they would sell more than the mil- 
lion bales? 
Mr: Parreson. Yes; this million bales, you know, is an outgrowth 
ofthat. If you will remember, following that on through, why it was 
killed by the Dodge committee, and Mr. Benson was not allowed to 
start selling this cotton. That is when quite a few of you gentlemen 
and Senators went over to Mr. Benson and went over the Dodge com- 
mittee and went to President Eisenhower himself. And an outgrowth 
of that was this million-bales program. 

There was so much pressure brought on.the President that he au- 
thorized the State Department to go ahead and sell this million bales 
of short staple cotton. That was an outgrowth of the other. 

Mr. Jones. At the time you talked to him, did you discuss this see- 
tion 2 here for an additional allotment to take care of these small 
farmers? 

Mr. Parreson. Yes. We have discussed that with him, too. 

Mr. Jones. What was his attitude toward that ? 

Mr. Parreson. Of course, his attitude is that he is cutting acreage 
rather than adding acreage on. 

Mr. Jones. Did he have any suggestion as to what could be done to 
help this small cotton farmer or to reach this minimum of 4 acres? 

Mr. Parreson. No. 

Mr. Jones. He did not have any suggestion for that at all? 

Mr. Parreson. Their thinking along that line was more or less at 
that time and up to just recently that he should move off of the farm 
and go to work some place else. 

Mr. Jones. Of course, your organization which includes: all—you 
might say is an association of cotton producers of the various States— 
have you all gotten any indication from the Department of any plan 
that they have? Have they indicated that they are going to propose 
any plan which would relieve this situation ¢ 

Mr. Patrreson. Yes; Secretary Benson has indicated that he is ve 
anxious to sell some of this cotton. We have had several meetings wit. 
the State Department. 

Two weeks ago we had a meeting of 2 hours with Mr. Herbert 
Hoover. That is as high as we have been able to get over to the State 
Department so far. And they say that they understand the problem, 
that something will be done about it. Whether they are going to do 
anything about it or not I just do not know. They certainly have not 
so far. But they do indicate they understand our. problem and say 
they will do something about it; that they are going to move more of 
this cotton. 

Mr. Jones. But you do not know of any action that they have taken 
to do it outside of this million bales? 

Mr. Parreson. No; they haven’t done anything else about it except 
Public Law 480 and programs like that. They are still pushing those 
to a certain extent. 

Mr. Jones. You say they are still pushing them. We found in 
many cases there was not much pushing being done. 

Mr. Patreson. They claim they are pushing it then. 

Mr, Jones. I have no more questions. 

Mr. Garuines. Anyone else? 
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Mr. Parreson. I don’t say they will do it. That is why we say this 
legislation will impress upon them they have to do something. 

r. Bass. You made the statement that the man wanted to do it and 
he was going to do it. 

Mr. Patreson. I said he had been stopped by the State Department 
everytime he tried to do it. 

. Bass. We better change this bill and hereby direct the State 
Department not to interfere with the sales program of the Secretary 
of Agriculture. 
ae Patreson. I do not think that would be a bad idea, either, to add 

at on. 

Mr. Bass. I think that would come nearer to getting it done than 
this would. 

Mr. Garuines. I think it would be well to take that up in executive 
session. 

Mr. Poacs. May I ask this question for the record ? 

The Secretary does have the authority to do this now, does he not? 

Mr. Patreson. Yes. 

Mr. Poace. You suggest that you thought that he wanted to do it. 
He wanted to do it and he has the authority to do it. When we pass 
this bill he will have the same ony that he has today, and pre- 
sumably will have the same desire that he has today. What is going 


to be changed ? 
Mr. Apernetuy. A con ional directive, that is the difference. 
Mr. Poace. Did not Congress pass the bill that gave him the 
authority to sell this? 


Mr. Patreson. Yes. 

Mr. Poace. And if Congress will pass this bill, what will be 
changed ¢ 

Mr. Patreson. As Mr. Abernethy pointed out, why it directs him to 
go ahead and do it now, before—maybe the language is not quite 
strong enough. 

Mr. Poace. You said that he had the desire to do it. You told me 
that he had the desire to do it, in your opinion. 

Mr. Patrerson. I think that he does have the desire to do it. 

Mr. Poace. eas that he has the desire—I am not arguing 
that—assuming that he has the desire, what is going to be changed 
All the con ional directive can do is to create a desire on his part to 
=. with it. 

r. Parreson. He has the authority now. 

Mr. Poace. Yes. 

Mr. Parrerson. Now he can go and say, “This isa directive. Ihave 
got to doit.” 

Mr. Poacr. Maybeso. 

Mr. Bass. May I ask the chairman a question ? 

Mr. Gatutines. With the enormous surplus of cotton that is now in 
stock, CCC as well as in channels of trade in this country—something 
will have to be done to move this cotton before we go to a long-range 
plan, is that not true? 

Mr. Parreson. Yes. 

Mr. Gatutnos. It is necessary that we do again impress on the offi- 
cials of this Government that the Congress of the United States 
is asking and directing them to take action to supplement the 1 million 
that are now being sold. 
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Mr. Partreson. That is correct. 
Mr. Garuines. Mr. Bass. 
. a Bass. Has a report been requested from the Department on this 
i 
Mr. Gatuines. Weare‘having the'departmental witnesses come here 
to give their views. 
Mr. Apernetuy. They have been requested to make a report and 
will be here to testify. 
Mr. Gatuines. No report need be available as long as the witnesses 
come in and give us their conclusions. 
Mr. Bass. But no report is available on it right now? 
Mr. Gatutnes. Not at the moment, no, sir. 
Any other —— of Mr. Patteson? If not, thank you so much, 
Mr. Patteson, for your appearance. 
Mr. Parreson. Thank you very much, Mr. Chairman, and before 
I leave may I say our representative from the Tennessee Agricultural 
Council and also from Missouri missed their plane. Whether the 
will be here this afternoon or not I do not know but I would like, if 
they are not here this afternoon, for you to allow them to testify 
sometime tomorrow. 
Mr. Gatuines. We know something about the inclement weather. 
We will want to hear them when they do arrive. 
Now, Mr. G. C. Cortright, Jr., chairman of the Delta Council 
Agricultural Committee, of Rolling Fork, Miss. We are delighted to 
have you here. 


STATEMENT OF G. C. CORTRIGHT, JR., OF SHARKEY COUNTY, 
MISS., CHAIRMAN OF THE DELTA COUNCIL AGRICULTURAL 
COMMITTEE 


Mr. Corrricut. Mr. Chairman and a my name is G. C. 


Cortright, Jr. I am a cotton farmer from Sharkey County, Miss., 
and am chairman of the Delta Council Agricultural Committee. 

Delta council is an organization representing the interests of the 
650,000 people of the 18 delta and part-delta counties of Mississippi. 

In spite of the advances in industry, 61 percent of the people in 
Mississippi depend upon agriculture for a livelihood, Even with 
great Lis glee in crop diversification, income from cotton lint and 
cotton accounts for approximately two-thirds of the cash income 
from farm marketing in Mississippi. 


, COTTON INDUSTRY FACES CRISIS 


Severe cuts in cotton acreage have created new problems in Missis- 
sippi and in other cotton States—diverted acres, displaced labor, re- 
duction in gross farm incomes, high production costs, and insecurity 
for the future. 

Mississippi cotton acreage has been reduced from 2,670,686 acres in 
1953 to 1,646,562 acres in 1956. National acreage has been reduced 
38 percent during the the same period. According to the Department 
of Agriculture, the reduction in acreage from 1954 to 1955 displaced 
11,981 Mississippi farm families and more than 55,000 farm familes 
were displaced in the cotton belt. 
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Mr. Garuines. What is the percent of reduction ? 

Mr. Cortricut. It was from 2,600,000 te 1,600,000 acres. It looks 
to be a little bit larger than the national average. 

Gentlemen, the cotton industry of the United States is facing the 
most serious crisis in history. The economic future of cotton-produc- 
ing and cotton-spinning areas hinges upon the course of action to be 
determined by the Congress of the United States. 


FOREIGN COTTON FILLS GAP 


It has been fully demonstrated by the rapid expansion of acreage in 
foreign countries during the current period of acreage controls in 
the United States that our allotment level is being used as a guage by 
which production goals are set. abroad, 

I would like to insert in the record two tables for your reference, 
showing plainly that while the world total of cotton production has 
increased 16.2 percent, from 1949-50 through the current crop, the 
United States cotton production has decreased by 15 percent, or a net 
change of 30 percent from world conditions, while the 12 other major 
producers outside of the United States have increased during that same 
period of time their cotton by 40.2 percent. 

And, of course, the Communist areas, which we neither control, 
though we are directly concerned, have increased their production of 
cotton over 70 percent in the past 5 years. 

Mr. Garurnes. That will be incorporated in the record at this point. 

(The tables are as follows :) 


Taste II.—Cotton production: World total, United States, and other countries, 
1949-50 to 1954-55 


(Thousand bales} 


Change 1949-50 
through 1954-55 


1949-50 | 1950-51 


1951-52 | 1952-53 








Total | Percent 


PE cncniitibendacinteinuattent 





35, 935 | 35, 876 +16. 2 
Free world total. __.........-...- 26, 689 28, 639 | 28, 896 +7.1 
United States_...........-.- 15, 155 | 15, 167 —15.0 
12 other major producers. - _-. 12,091 | 12, 275 +40. 2 
All minor producers -_---..--- 1,393 | 1,454 +48. 5 
Communist areas..............-. 7,296 | 6,980 +70. 5 
= SS 

Detail of 12 other major pro- 

ducers above: 
ING cee eccindcetdpesece 523 580 600 +20. 4 
I hice escncnieiii oc RE ik 1,950 | 1,600 | 1,425 +25. 9 
NE, Ae gh Ceawoee kn heute 427 403 430 +34.3 
Mexico.__........- sitios bili etta 1, 280 1, 250 1, 210 +87.5 
Belgian Congo. -_...-.....-- 255 220 235 ba ass 
ne. i. 2hbiisabickotit 21d 1,673 | 2,056 | 1,467 16.0 
ENGL a aes 285 385 400 +31. 1 
British Fast Afria._......-.- 383 361 367 +19.8 
ste lea tee ad dian nny 225 205 215 +350. 8 
 ebiceianin Snanne acc 610 700 600 +46. 1 
Ne eels WL kn din che 3,160 | 2.975 | 3,770 +63. 2 
I a icetink en conn es 1,320 | 1,540 1,200 +29. 4 
i i iiintedintentiny on 12,091 | 12,275 | 11,919 





Source: International Cotton Advisory Committee, Statistical Bulletin, vol. 8, No. 2, for data in bales 
through 1954-55. Substantial increases of production in all countries but Egypt contrast sharply with 
United States reductions. 
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Mr. Corrrient. I should like to further point up the seriousness 
of our condition and how some of the foreign countries have met the 
roblem of disposing of their increased production by reading to you 
rom the Foreign Agricultural Circular, dated January 26, 1956: 
In order to bolster cotton production, some foreign governments have taken 
action to maintain price supports. The Egyptian Government has reduced export 
taxes and lowered the minimum guaranteed prices to growers. The latter action, 


however, is offset to some extent by reduced rents under the new land-reform 
program. 


The Brazilian cruzeiro has been devalued and exchange rates applicable to 
export trade in cotton were manipulated to improve its competitive position. 
Somewhat similar action was taken by the Argentine Government through the 
use of special exchange rates to minimize any losses in terms of pesos, incurred 
from the Government’s cotton buying and selling operations. 

The Turkish Government increased price support to growers for the 1955-56 
crop cotton by an amount equivalent to about 2.5 United States cents per pound 
for Acala grade 1. Prices to Turkish growers are supported through the medium 
of cotton cooperative organizations that pay prices to farmers somewhat above 
world prices and any losses to the cooperative are offset by cash grants from 
the Government. 

Mr. Gatutnes. Do you care for any additional statement to go in 
there? 

Mr. Corrricur. I think that will be adequate, but I would make 
reference to this being a very good circular that gives the current 
picture of the foreign situation in cotton. 

Mr. Asernetuy. Who distributes that? 

Mr. Corrricut. The Foreign Agricultural Service. 

Mr. Garurnes. It will be available and just this part that you read 
will go in the record. 

Mr. Corrrigut. Our crop-control program was designed to deal 
with domestic problems and not with a worldwide situation. Through 
lack of consideration for the domestic scene in our foreign-aid pro- 
grams, the purpose for which our acreage-control law was designed 
has been defeated. 

By reducing our domestic acreage, we have tried to adjust world 
supplies, but, at the same time, we stimulated foreign cotton produc- 
tion with foreign agricultural aids and the encouragement of venture 
capital, some of which has come from United States sources. 

And T repeat, considerable portions of that venture capital has come 
from United States sources as I am sure you are well aware. 

The result has been an increase in foreign cotton acreage totaling 
almost exactly that of our reduction at home. Cotton production in 
Communist areas has increased more than 70 percent. The American 
cotton farmer has had to bear the brunt of an unsuccessful attempt to 
adjust world supply. 

e are now facing a permanent loss of historical export markets. 


This will mean that we will be forced to gear production to the level 
of domestic consumption. This level of production will bring bank- 
wer, to many farmers. The impact will be disastrous to gins, oil 


mills, compresses, merchants, and businesses located in cotton areas. 

Needed .action: The future of cotton growing and manufacturing 
in the United States is overshadowed by the critical nature and urgen- 
cies of the immediate situation. Efforts that have been made to secure 
relief through administrative use of the tools already provided by 
Congress have been denied. 
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Our cotton acreage and markets are being rapidly transferred to 
foreign countries. As cotton farmers, we believe that action to re- 
establish and hold a fair share of the world market for the United 
States with adequate protection for domestic mills is essential. We 
offer the following specific recommendations: 

1. Adequate cotton acreage is necessary for a healthy agricultural 
America and vital to our entire cotton economy. If farmers are to 
have the opportunity to maintain their fair share of the world mar- 
ket without destroying their market at home, it is essential that there 
be established an overall dual-purpose Pr 

Such a program should assure cotton sales in the world market at 
competitive prices and provide a textile import quota under section 
22 which would permit foreign exporters of cotton textiles a fair share 
of the domestic market on a historical basis and, at the same time, 
prevent excessive textile imports. 

Our domestic mills should ‘alay be afforded the raw cotton equiva- 
lent of export textiles at the export price. The adoption of such a dual 
purpose be is necessary if we are to prevent complete disrup- 
tion of the cotton economy of cotton producing and manufacturing 
areas. 

2. We recommend one change in the provisions of the law applicable 
to cotton-acreage allotments. With ac allotments at present 
low levels, State and county reserves are wholly inadequate to deal 
effectively with small-farm hardship cases. 

We urge that a national cotton acreage reserve, over and above the 
national allotment, be authorized that would be earmarked specifically 
for small farms. Such a reserve would prevent displacement of many 
farm families if used to adjust allotments on small farms to 4 acres 
or the highest planted in the past 3 years, whichever is smaller. 

3. We also recommend that our technical assistance programs should 
emphasize health, sanitation, and the raising of nutritional levels. 
We do not believe that it benefits any foreign country, and certainly 
it does no good to the United States, for us to encourage the produc- 
tion abroad of crops of which there is already a world surplus and 
of which production is curtailed in the United States. 

4. Under the extension of credit for icultural development in 
foreign countries, we recommend that all loan applications should be 
screened carefully for ible. adverse effects on United States pro- 
ducers. We propose that all such loans should be conditional upon 
a commitment by the borrower not to use the proceeds to promote 
increased production of crops which are in world surplus. This should. 
also be done for Export-Import Bank loans and all other loans and. 
credits. 

We do not believe that any cotton program will be successful unless 
it is geared to an agersestye export pone Our domestic consumption 
remains at a high level. The surplus of today is largely the result 


of ef decline in exports, the reasons for which have already been 
covered. 

The answer lies in an export plan geared to regain a fair share of 
the world market. Without such a plan, along with adequate pro- 
tection, for our domestic mills, the cotton industry of the United 
States is marked for extinction. riand 

We endorse H. R. 8658 and H. R. 8659 and urge immediate passage.. 
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We also endorse recommendations of the American Cotton Producer 
Associates. 

Mr. Garaines. Thank you very much, Mr. Cortright. That is a 
splendid statement to my way of thinking. I would like to ask you 
whether or not you think this 4-acre provision should be for 1 or 2 
years, or do you think it ought to be a permanent fixture? 

Mr. Corrricut. I missed the early part of your question. 

Mr. Garuines. Do you think that the 4-acre provision carried in the 
bill should be just for 1 or 2 years, or do you think it should be a 
permanent fixture in the law? 

Mr. Corrricut. It should be a permanent part of the Agricultural 
Act is my personal opinion. 

Mr. Gatutnes. How much of the percent of reserve that was held 
back by the various cotton-growing States for the very purpose set 
out in the law, sum total of five, that could be used for small farms? 

Mr. Corrrient. Of course, the State has 10 percent that they can 
hold for the reserve and counties have 15 percent that they can hold 
for reserves. 

I believe it is mandatory in the law at the county level 30 percent 
be used for farms under 15 acres—I believe that is the way it is stated. 
a do not break at the 4-acre level. 

r. ABERNETHY. I do not think it is in the law now. It was in it. 

Mr. Corrricnt. It has been removed ? 

Mr. Apernetuy. I think so. 

Mr. Garurnes. As to the reserve held back at the State level, we 
can get that information from the Department. 

Mr. Corrrient. I believe you will find generally it has. The urgency 
of this situation comes in in those States that have an unusually large 
number of extremely small producers that produce 2 and 3 and 4 
acres, and they produce some tobacco and so forth, and then the 
history for the State has been made by the larger producer. 

If you take care of that at least to the extent of the reserves, you 
remove 25 percent of the total acreage. That is quite a drastic shock 
to those people who are somewhat large producers and have built up 
this history, because it comes from everybody above 4 acres—not just 
the large fellow but everyone above 4 acres and something from the 
national level will give us a broad base across the belt to take care of 
the smaller producer. 

Mr. Gatrutnas. Mr. Poage. 

Mr. Poace. Mr. Cortright, is it not true that the various States 
that have the largest percentage of small growers, by and large use 
the smallest percentage of their State reserve for small growers—this 
last year at least ? 

r. Cortricnt. I am not qualified to answer that. I am sure you 
have better information than I do. 

Mr. Apernetuy. Will you yield right there? They are the States 
which would have the least available acreage for that particular 
purpose. 

Mr. Corrricut. It is rather difficult to ask the 15-acre farmer to 
give up some acreage to a 4-acre farmer. 

Mr. Apernetuy. That was not m: point. Using reserves in small 
farm areas does not increase anybody’s acreage. It is not increased 
a bit, the overall acreage. 
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Mr. Poacn. If it had been done in certain of those States, let us 
take State A, that has a large group of small farmers, it also has a 
large group of large farmers—State A’s reserve, let us say, and.I am 
not trying to give the figures of any State, let us sy they used 3 per- 
cent of the State reserve for the small farmers. That does not. look 
to me like State-A- has imposed any great burden upon anybody to 
take care of those small farmers. 

State B has a large group of large farmers and has some small 
farmers, not as many as State A, and it takes three-fourths, 80 percent 
of its State reserves, and uses it for small farmers. It got it from 
the larger farmers, of course, obviously, as any State must. 

But State A simply because it has a lot of small farmers throws 
up its hands and says, “We cannot do anything about it.” 

I am not adverse to having all of us kick in and help those small 
farmers. But it does seem to me to be perfectly sound that before 
you go out and take up a collection around over the community that 
you should use some of the resources at home, 

Mr. Corrricut. I should grant you some, but I do not think all of 
the State and county reserves should be delegated to this particular 
usage. 

Mr. Poagse. Would you say two-thirds or three-fourths of them? 
I can name you States that certainly are not known as small farmer 
States that last year used two-thirds to three-fourths of their total 
State reserve for small farmers. 

On the other hand, the 2 or 3 States that have the largest number 
of small farmers in that. Nation did not use but a very small fraction 
of their State reserve for the small farmer. 

After State B; which’ did ‘not have many small farmers has used 
three-fourths of its State reserve for its own small farmers, and State 
A which has, let us say, the largest number in the United. States of 
small farmers—that does not happen to be assed? A us say 
that State A used only 3 percent of the State reserve for those small 
farmers, why should it come out and require State B to run a still 
further assessment until it has at least done as much as State B did 
for its own small farmers ¢ 

Mr. Corrrient. Well, certainly, the fair position probably lies 
somewhere between the extremes of doing nothing, extreme of a State 
doing the maximum amount. 

Mr. Poage. Then would you be willing to say that the State use 
at least two-thirds of its State reserve for small farmers before it 
gets anything from the Nation? 

Mr. Corrrieut. I rather do not think two-thirds. I think that is a 
bit too high, but some figure. 

Mr. Poace. Wait a minute—some of the State in this Union who do 
not have very many small farmers used two-thirds and some used 
three-fourths of their State reserve last year for small farmers. 

Mr. Corrricut. Might I ask, when you say “State reserve,” do you 
mean counties, too, because the counties reserve 15 percent that they 
can use for small farmers? 

Mr. Poace. I am talking about State reserve and that is all I am 
talking about now. We in Texas are not concerned with how you use 


COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 





your county reserves. _ . 
Mr. Corrrientr. We think the first obligation is in the county to help 
its own small farmers. 
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Mr. Poace. We are willing to agree on that. Then let us see how 
you use that State reserve. 

Mr. Corrricut. Then the next obligation would be the State. As it 
become burdensome on the county and the State then we are saying 
1 percent from the national allotment should ease that at both levels. 

r. Poacr. I am perfectly willing to go along with you on that if 
you will write in 'this provision that shows it becomes burdensome on 
your State before you begin coming in and asking everybody else who 
is using even a larger percentage of their State reserve than you have 
to come in and contribute to you, although they have given more of 
their own to their own small people than you have given of yours to 
your small people. 

I think that before you come in and ask somebody else to contribute 
to you, somebody who has taken a larger percentage of his State re- 
serve for the small farmers than you, I do not think you ought to tax 
him to come in and take care of your small farmers when you have not 
made a contribution of any moment to your own small farmers. 

Mr. Corrrigur. I think there is a medium ground in there. 

Mr. Poacr. As a matter of fact, if you are going to accept the phi- 
losophy that everybody owes the obligation of taking care of the small 
farmers of each and every State, then why have any States lines in 
this? Why not simply say that we will have a national allotment, 
made directly from Washington to every farmer in Texas, Mississippi, 
California, and all of the rest? Is that not what you are leading to? 

Mr, Corrricur. I am saying counties first, then States and then 
the national should all contribute to it. 

Mr. Poace. But you have not written it in here. What you have 
written in here, what you are saying in your bill is that we do not 
have to use an acre in State A for small farmers, but we will run out 
here to somebody else who has taken care of their sma!l farmers and 
take away from them to give to our small farmers because we did not 
want to do anything for them. That is what you have in the bill. 

Mr. Cortricnr. The Congress wrote the bill. 

Mr. Poagse. The Congress has not written the bill. 

Mr. Corrricur. They wrote the basic agricultural bill. 

Mr. Poace. Your organization submitted this bill. 

Mr. Cortrient. I am speaking on the basic agricultural bill and in 
that you gave methods of choosing local committees and State commit- 
tees and I have every confidence in the ability and the wisdom of those 
committees to handle judiciously the small-farm problem. 

Mr. Poace. We in Texas have to rely on your State committees in 
Mississippi, or let us put it the other way—because I have had some 
trouble with my own State committee I do not call upon you to take 
the responsibility for the State committee in Texas—I do not think that 
is any of your problem—that is mine—and I have had problems with 
them—I expect to have them again. 

I think you will have some, too, in your State, because we have had 
it with our State committee. And we expect to have it again. Our 

people are not perfect. They do not get perfect overnight. All we 
are asking you is, just do not come and ask somebody else to carry your 
burden until you carry at least a fair share of it. 


73191—56——_3 
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Mr. Corrricut. I think if you would amend the basic law to make 
some restrictions on the proportion of basic laws that we would find a 
common ground of support there. - 

Mr. Poace. That is all we need. 

Mr. Corrricut. But we think this should come in addition to the 
basic law. 

Mr. Poace. Wait, this should come in addition to the basic law? 

Mr. Corrrienr. In addition to it. We think it is a local problem 
and a State problem and a national problem. 

Mr. Poace. You would not want to make the allocations on a na- 
tional basis; would you? 

Mr. Corrrient. I do not think in my State we would find any par- 
ticular objection to it. 

Mr. Poage. Do you not know where this cotton would go if you made 
on a national basis ? 

Mr. Corrricut. Four-acre man, 

Mr. Poage. It would not go into Mississippi. 

Mr. Anerneruy. It would go practically where it is right now, in- 
asmuch as it would be based on the historical planting of the farms. 

Mr. Corrrieut. Yes, that is right. 

Mr. Poags. How long do you think you 

Mr. Anernetuy. It would still be the same thing. 

Mr. Poage. If you did not change the law it would be the same thing. 

Mr. Anernetuy. You do not have to change the law. 

Mr. Poage. This is just like the school problem. You want Federal 
aid but you do not want Federal dentro You are not going to get 
one without the other. If you want the Federal Government to come 
in and take over, that is fine. I do not want it. 

And I want to run my schools in Texas. And I figure we have got 
to pay for them if we are going torunthem. I want to run my alloca- 
tion of cotton in Texas. I figure if we are going to run it we have 
to take the responsibility for it. Whenever you get Federal aid—this 
is a clear case of Federal aid—if you want it, you are going to pay 
an awful high price for it. 

Mr. AnerNetuy. On that basis would the gentleman be willing for 
the State of Texas to provide his own price support for cotton 
growers ! 

Mr. Poace. I do not know whether I would or not. 

Mr. AsernetHy. Would the gentleman be willing to eliminate the 
national minimum for wheat allotments and tobacco allotments, and 
the national minimums in the other price-support programs? 

Mr. Poace. I could give you a short answer there and say “yes 
because it would not hurt me in the least to do that. 

But I doubt very much the desirability of the Federal-aid approach. 
I doubt very much that you are going to support the Federal aid for 
schools. And I realize that this is exactly the same thing as the 
Federal aid for schools is. 

Mr. Anernetny. Mr. Cortright, recently there have been advanced 
the proposals of putting price support on a ge ween basis. 

I think there is a distinction between people who raise a little cotton 
for a living and those who raise cotton to make money. There is a 
distinction, is there not? 

Mr. Corrricut. All of us raise it for a living first, and if we make 
more than that, then it is for money. 
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Mr. AserNetuy. What would you think would be the attitude of 
the cotton belt on just forgetting about this farm minimum pro- 
posal and taking up the idea to put a ceiling on price supports— 
that no farmer could receive more than a certain amount, or that it 
be put on a graduated basis? What do you think of that as an alter- 
native to this minimum farm acreage allotment ? 

Mr. Corrrient. Our area would oppose it unequivocally. 

Mr. Asernetiiy. Do you have an idea what Texas would do? 

Mr. Corrrient. I think they would also do the same. 

Mr. Anernetry. We might be for it over in the hills of Mississippi ¢ 

Mr. Corrrient. I think very well. You could live with it in your 
district. 

Mr. AserNetuy. That is all. 

Mr. Jones. On page 3 of your statement, Mr. Cortright, under 
“(a)” where you are speaking of this national cotton acreage reserve 
over and above the national allotment, you do not outline any specific 
percentage there of 1 percent; however, in the last line of your state- 
ment you say you endorse the recommendation of the American 
Cotton Producers Associates. 

I take it that you are recommending the 1 percent national reserve. 

Mr. Cortrient. Yes. We are recommending the 1 percent. I do 
ae think our organization would quibble if it should take 2 percent 
to do it. 

Mr. Jones. You are leaving yourselves free to go up on that? 

Mr. Corrricut. To give a reasonable leeway to that rigid per- 
centage as the need requires. 

Mr. Jones. Thank you. 

Mr. Gatruines. Thank you so much, Mr. Cortright. 

Mr. Corrrient. Thank you. 

Mr. Gatutnes. In view of the fact that Mr. Grady is going to 
have to leave on an early train, I would like to call Mr. Paul Grady 
at this time. 

Come forward, Mr. Grady, and we will be glad to hear from you. 

He is a member of the Board of Directors of the Cooperative 
League of the United States, the North Carolina Cotton Growers 
Cooperative Association, and various other organizations. 


STATEMENT OF PAUL D. GRADY, SR., KENLY, JOHNSTON 
COUNTY, N. C. 


Mr. Grapy. Mr. Chairman and gentlemen of the committee, I am 
Paul D. Grady of North Carolina. I live on a farm near the town 
of Kenly in Johnston County. I am a member of the Board of 
Directors of the Cooperative League of the United States, the North 
Carolina Cotton Growers Cooperative Association, the Nationwide 
Insurance Companies, the Farm Bureau Federation, and other local 
groups interested in farming. 

I live on my farm and have lived at the same farm now for about 
40 years. It 1s a family size farm of the general type producing the 
usual crops grown in the area in which it is situated. Through the 
years I have tried out about all the crops that could be grown in that 
section, including cotton, tobacco, peanuts, cucumbers, tomatoes, corn, 
wheat, and have included a small amount of livestock. 
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In spite of all the ups and downs, economic disturbances, depres- 
sions, recessions, taxes, mortgages, interest, allotments and rt 
regulations, measurements, hurricanes, floods, and droughts, 1 am still 
there and finding a lot of happiness wrestling with all these problems. 

Mr. Garuines. Are you not the one that made that fine statement 
the other day down at Raleigh ? 

Mr. Gravy. I had the privilege of appearing before your committee 
in Raleigh, yes, sir. I appreciated the opportunity. 

Mr. GaTHINGs. "Thank you. 

Mr. Gravy. Through the years I have tried to work in cooperation 
with my neighbors and fellow farmers. I have joined and worked 
with about every organization that offered any sort of program looking 
to the betterment of farm conditions and a better life for farm people. 

I have served on various committees, groups, and panels seeking 
to find some solution to the many problems that have continually 
arisen in the operation of a farm under all the conditions which have 
confronted us. 

I have been cussed and discussed and I have joined with others in 
applying the same treatment to Government, farm organizations, my 
neighbors, and with particular emphasis on politicians. 

I have served for a number of years as a director of the North Caro- 
lina Cotton Growers Cooperative Association, and am now a director 
of that organization. I am a director of the Cooperative League of 
the United States, the Nationwide Insurance Companies, and was for 
several years a director of the Farmers Cooperative Exchange and 
am still a customer-member of that organization. 

I have been affiliated with these organiaztions because I felt that 
“~ were making real contributions to the problems of the farmers 
and were seeking through study, research, and various other ways 
to be of real help to our farm people. I am a member of the Farm 
Bureau Federation and other local groups who have for their purpose 
the advancement of the interests of farmers. 

Several years ago in line with my own philosophy, I began selling 
off parts of my farms to my tenants and adjoining landowner neigh- 
bors who did not have oufictent acreage. I have continued to work 
with them in helping them to become established as farm-home owners 
of the family-size type farm. 

They, in turn, have cooperated with all the movements, agencies, 
and their Government in trying to create, maintain, and perpetuate 
conditions in the farm economy that would make homeownership and 
the family-size farm a permanent and contributing factor in our farm 
economy and the general economy of our State and Nation. oJ 

I have watched them as they struggled with their ever-increasing 

roblems. They have not always been able to meet their payments, 
ut none of them have ever been disturbed in the possession and control 
of their farm homes. They know what it is to have to economize and 
ae old-fashioned thrift. They have met. their discouragements, 
rustrations and disappointments courageously. 

They are wonderful friends and neighbors and my association with 
them has been a happy one. Now multiply this situation by thousands 
ane Fon can readily see what goes on in agriculture in our State and 

ation. 

These people need help, they need encouragements, assistance, and 
protection, and for them, as well as myself, I come to ask you at this 
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time to help them in the consideration and solution of their problem as 
cotton farmers. Their acreages are small, their equipment limited, 
but their courage and enthusiasm is amazing in the face of the prob- 
lems that confront them. 

Cotton is a most essential human need, but like anything else it can 
be overdone. We can produce more than the immediate demands re- 

uire. This created the problem of a surplus, but surpluses we have 
ound, in time of national and international stress, can melt away 
overnight, so a reasonable surplus with adequate storage and care 
facilities is not all bad. 

While a reasonable surplus is advisable and while we have from sad 
experience learned that hurricanes, insects, and plant diseases are 
always lurking about, and the ever-present threats of war with enor- 
mous increase in use of cotton products might absorb those surpluses 
quickly, we are still confronted with the immediate problem of sur- 
pluses for which there is no immediate and present demand. 

Therefore, we have come up with the idea of crop control, limited 
acreage, allotments to individual growers, and other devices that tend 
to rakes and hold down these presently unusable surpluses. We do 
this to try and help the cotton producers make a profit on their opera- 
tions. 

To further complicate this surplus situation in our own area, we wake 
up to the fact that new cotton-producing areas in other sections of the 
world are being rapidly and efficiently developed. This produces a 
new and competitive situation: 

Our foreign markets are being taken from us and thereby our sur- 
pluses are further increased. Foreign labor is manufacturing cotton 
products of all kinds, using some of our product and more and more of 
the cotton produced in other world areas, yet they want to ship their 
manufactured products into our country to be sold in competition with 
the products of our own mills, and perhaps they would like to go fur- 
ther and ship some of their raw cotton into our mills in competition 
with our own domestic product. 

When we begin to look for a solution to this situation, we are con- 
fronted with the good-neighbor policy and with our sincere desire to 
be as helpful to these foreign friends as we can. Out of this we get an 
import-export problem, a protective tariff problem, a trade regulation 
problem, a State Department problem, and a renewal of the ever- 
present surplus problem. 

I sympathize with you gentlemen upon whom rests the inescapable 
responsibility of finding the answer to these problems and a solution of 
the situation confronting our American cottongrowers, but some solu- 
tion must be found. 

As sympathetic as our State Department may be with the conditions 
confronting our oe friends, we still have the home problem con- 
fronting us and here lies our first responsibility. Charity begins at 


home. Good business requires the solution of our own problems first. 
teiemnins of our own is manifestly our primary responsibility. 

-defense is an accepted moral defense, and the Good Book says 
that “he who fails to provide for his own household is worse than an 
infidel,” so finally we must face right up to our own problems and 
their solution and then move on to the consideration and assistance of 
our neighbors’ situation. 
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_As a small, family-size farm person, I am not too worldwide in my 
vision or concepts. In fact, as a cotton producer and a citizen of North 
Carolina, I can’t avoid thinking in terms of North Carolina first, and 
ye I am more familiar with the situation there than any place 
else. 

I have neighbors who are not only cotton producers, but neighbors 
who are cotton processors and then, of course, neighbors who are the 
consumers of these cotton products. 

In looking at the cotton picture, I see all of them, and what applies 
to my limited experience and observations in this small area will apply 
with the usual sectional, economic, and human differences everywhere. 

As a member of the North Carolina Cotton Growers Cooperative 
Association board of directors, I have had the spensteeny under the 
very capable and efficient guidance of our general manager, Mr. M. G. 
Mann, to study and observe the way of cotton in North Carolina. 

Mr. Mann has kept in touch with every phase of the production and 
use of cotton, and through his research and study he has brought to his 
board in his regular reports the story of cotton, particularly as it 
affected North Carolina, but generally its situation throughout the 
producing and manufacturing areas of cotton. 

Since 1922 he has followed the course of cotton production and uses, 
working with our Department of Agriculture and State College and 
with men out in the field bringing in first-hand information. He has 
kept abreast of the cotton situation and he has tried to keep his board 
fully informed as to developments, needs, problems, solutions, and 
cotton economy in general. 

The story has at times been very discouraging and, as it affects the 
individual grower, pathetic and heartbreaking, but hope springs eter- 
nal and we go on producing cotton, making our contributions, and 
hoping for the turn of the road toward a better day for the cotton 
farmer and his family. 

The North Carolina Cotton Growers Cooperative Association under 
the management of Mr. Mann is now serving approximately 17,000 
cotton farmers and we have handled 2,669,000 bales of cotton for our 
farmer members, with a dollar value of more than $265 million. 

I give you these figures because they show that while cotton may not 
always be North Carolina’s largest money crop, yet it is one of North 
Carolina’s most important crops because it affects the lives of more 
people, not only farm people, but other people in related industries, 
than any crop produced in the state. 

_ As of December, 1955, 6,025,000 of the nation’s 22,219,000 cotton 
spindles were in North Carolina, and more than 5 million of these were 
active operation. ; , 
_ Our sister State, South Carolina, with which we are closely allied in 
the cotton industry, had 6,451,000 spindles. This means the employ- 
ment of thousands of persons and an investment of millions of dollars, 
_ Taken together, all of these factors make it not only important, but 
imperative that the Carolinas should be considered as the Nation’s 
No. 1 concern when we come to a consideration of our cotton economy 
and its affect upon our national economy. Here people and product 
must be kept in a healthy economic condition if the national economy 
is not to suffer. ’ 

Seventy-six of the one hundred counties in North Carolina are cot- 
ton producing counties. In 1946, we planted 606,000 acres of cotton. 
In 1955, we planted 494,000 acres of cotton. 
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This reduction in acreage shows that North Carolina is cooperating 
in reducing production in order to decrease surpluses and stay in line 
with demand and consumption. 

Further reductions in North Carolina would be ruinous. Normally 
we should be planting 750,000 acres of cotton instead of the 494,000 
we are now planting. Here we bring together production and proc- 
essing—the cotton is made right at the cotton-mill door. 

Our cotton farmers and our cotton processors are friends and 
neighbors working together, living together, supporting the same 
churches, schools and Government. Here the problem of transporta- 
tion from the source of supply to the source of manufacture is reduced 
toa minimum. Here the production of cotton should remain and by 
no sort of departmental rulings and allocations should our acreages 
be transferred to new areas, new lands, and absentee landlords. Here 
the family-size farm produces the cotton. Here we build loyal Amer- 
ican citizenship. 

We ask no pampering, but we do ask that simple economic judg- 
ment be used in keeping the family-size farm, ern the invest- 
ment of those who have erected their mills close to the source of 
supply, and protéct the thousands of loyal American citizens who not 
only produce the cotton but who process it as well. 


We are not only willing that the whole question of Government 
subsidies and governmental assistance to farmers and to all other 
groups be opened up fairly, frankly, and fully to the public. We have 
nothing to hide and nothing to apologize for in the relationship of the 
farmer to his Government. 

Let the whole story be told. Let it be disclosed just how much gov- 
ernmental aid, subsidies, and preferential aid is being given to all 


other segments of our economy, and the farmer is more than willing 
to lay his story alongside that of all other groups. 

When the full truth is told of all the disclosed and undisclosed pref- 
erential aids to all individuals, groups, corporations, and other seg- 
ments of our economy, I am sure that the farmer’s face will not be 
red. 

In the matter of imports and exports, let us be realistic. Let us 
give our own first consideration. Let us be fair to those who support 
our Government. Let us be fair to those who build our economy. 
Let us encourage our own citizenship first. Let us provide for our 
own household and then if we are able and prepared to do so, let us 
go out into the world at large and help those who are deserving of 

elp and those who express their appreciation in terms of peace and 
friendship. 

Our first obligation is to those who produce the raw material. Our 
next is to those who process it and make it ready for human consump- 
tion and use. 

You gentlemen are here because you have been called out from 
among your neighbors and invested with the responsibility and obli- 
gations of the office you hold to speak for those who sent you here. 
They recognized in you the ability, the wisdom, and the character 
which would qualify you to do for them better than they could do for 
themselves. 

The question of imports, exports, tariffs, diplomatic policy and 
sound judgment in answering these problems are yours. I feel sure 
that we have left them in safe hands. 
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Today there is a steady migration of small farmers away from 
the farms because they have been reduced below the necessary standards 
of family-size farms. These people belong on the farms—that is 
where they prefer to be—that is where our country needs them. 

Their one prayer is to return to the farms—there out in the open 
spaces where they can rear their children in the traditions of our 
original settlers—close to nature, close to God, and in the service of 
their country. 

Knowing that you have at your disposal technical assistants, re- 
search facilities, and legal advisers, I shall not undertake to tell you 
how to meet your responsibility, but I do want to bring to you the 
situation of the thousands of farmers who are looking to you in 
complete faith and confidence that they in their places and you in 
yours are all working together to bring that co and opportunity 
to our people that the democratic way of life in a free America 
guarantees, 

Into your hands we commit our problems with a feeling of complete 
faith and confidence that you in your wisdom and abilities will find 
the way and send America on its way to its final destiny. 

Mr, Scone Mr. Grady, that is a fine statement. Charity begins 
at home and the small farmer ought to be protected, 

Have you given consideration specifically, though, to the legislation 
that is confronting the committee ? 

Mr. Gravy. Yes, sir, I think the first section does what has already 
been done, reiterates what you have already said. 

The second one on the farm—family-size farm—is correct. 

I agree with it entirely, that there should be a minimum. 

Someone asked the question if he has an acre in peanuts and 2 
in cotton, should he still have 4 acres in cotton. He should. The 
reason for that is that if the family-sized farm is to survive, it must 
be a well-balanced farm. He must have enough of the general crops, 
not all coming to harvest at the same time, not all requiring processing 
and handling at the same time but that will provide employment for 
his family throughout the year in the operation of that farm. 

Mr. Garuines. I believe you said about two-thirds of the counties 
in North Carolina grow cotton. 

Mr. Grapy. More than two-thirds. 

Mr. Gaturnes. They also grow peanuts and tobacco? 

Mr. Gravy. No, sir. Peanuts require a particular type of soil. They 
are grown in the eastern section of the State; right in the section 
teat I live in we do not grow peanuts, Our soil is not suitable to 
them. 

There are areas in which they are grown. And in those same areas: 
there are tobacco and cotton farms. 

But a farmer, if you just understand the implements that he has to 
have and the equipment he has to have, he cannot have enough equip- 
ment to carry too big an acreage of one and of the other. If you 
divided it out it will give his family employment. throughout the 


weeks and months of the-year 

Mr. Garuines. North Carolina was second in size, I believe—it has 
second largest number of farmers. 

Mr. Grapy. That is right. 

Mr. GarxHrnes. Actually engaged in agriculture than any other 
State in the Union save Texas. 
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Mr. Grapy. Yes, with Texas in. We believe that the family farmer 
and that the family farm should be encouraged rather than large 
acreage, should encourage more people to get back on the farm. 

And to do that you have to give them enough to make a living, to 
have security and an opportunity to educate their children and to have 
those things in life that other segments of our population have. 

And they cannot do it on these reduced acreages, and they are not 
asking—my farmers do not ask for unusually large acreages. 

But they do want enough acreage of all of the various crops that 
can be raised there to give them a well-balanced program, out of which 
they can employ and use their children and still keep them in school 
and educate them and send them back to the country as the right sort 
of men and women to take over when we are through. 

Mr. AsernetHy. Mr. Grady, I think you have and probably some 
others have misinterpreted section 1 of this bill. I think we ought 
to begin to talk about about that a little more, although the minimum 
acreage is important, but another very important part of this bill is 
section 1. 

Do you agree with me that the No. 1 problem of the American cotton 
farmer right now is the disposition of this large surplus? 

Mr. Grapy. Absolutely. 

Mr. Apernerny. All right. 

There is but one place to dispose of that surplus and that is in the 
world market. 

Mr. Gravy. That. is right. 

Mr. Asernetny. You state that some have said that it is prac- 
tically a repetition of the present law. The present law is not 
directive. 

Mr. Gravy. No, sir. 

Mr. Apernetuy. It is merely an authority to do something. 

Mr. Gravy. This one is directive. 

Mr. Aserneray. It is merely an authority—it states that the De- 
partment of Agriculture “may” dispose of these stocks in the world 
market at competitive prices—that is the present law. 

Mr. Grapy. Yes, sir. 

Mr. Anernerny. Is there not a tremendous distinction in an au- 
thority which says you “may” and another which says you “must”? 

Mr. Grapy. It would be if you did not in the last sentence say that 
you reestablish and maintain for the United States cotton grown, its 
fair share in the world market, said volume to be determined by the 
Secretary of Agriculture. 

Mr. Anerneruy. It may be that we might have some differences as 
to the proper language that should be there but do we have our fair 
share of the world export market now ? 

Mr. Grapy. I do not think so, sir. 

Mr. Asernetuy. All right. He is to determine what that is, is he 
not ¢ 

Mr. Gravy. Yes. 

Mr. Anrrneruy. It has run as high as how many millions—6 or 7 
or 8 millions? 

Mr. Grapy. Yes, at times. 

Mr. Asernerny. The immediate problem is the disposition of 
surpluses. 

Mr. Gravy. That is right. 
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Mr. Asernetuy. That is the immediate problem / 

Mr. Gravy. That is the pressing thing right now. 

Mr. AsernerHy. That is the pressing thing. It is, therefore, im- 
portant that we give him some immediate directive. 

Mr. Grapy. Yes, sir. 

Mr. Anernetuy. In order to immediately get rid of this cotton, 
and unless we move and start moving and move a lot of it this year, 
we will be confronted with the same thing next year. 

Mr. Gravy. Exactly. 

Mr. AserNnerHy. And the next, so we need now today, not tomor- 
row but today, a program to move this cotton; do we not? 

Mr. Gravy. Yes, sir. 

Mr. AnerNnetuy. It is immediate, is it not ? 

Mr. Grapy. Yes. 

Mr. Apernetny. It has been suggested here that the Secretary of 
Agriculture would like to dispose of these stocks and I think probably 
he would. I think he might have been dragging his feet for a while 
on this thing, but I think he came to the conclusion last year that these 
stocks ought to be moved. I know that one of his assistant. secretaries 
came to this conclusion because he told me on numerous occasions that 
the time had come to sell and move these stocks. 

But when he got up to the point of trying to move them, the ques- 
tion of policy arose—I do not know who objected, some say the State 
Department objected—I cannot say that because they had not told 
any of us that. I think, however, that is where it came from. I do 
not think there is any doubt about it. 

Mr. Gravy. That isa reasonable assumption. 

Mr. Asernetuy. The Secretary being on the same team with the 
Secretary of State, naturally, they slowed down and there was some 
feet dragging. 

First, agreeing that the problem is immediate, and you say it is im- 
mediate—— 

Mr. Gravy. Yes, sir. 

Mr. Asernetuy. I say it is immediate. Do you not think that 
what the Secretary needs today is a directive from the Congress 
of the United States, which would strengthen his hand in moving these 
stocks into the world market ? 

Mr. Grapy. I think it would help. I still think he could find a 
way around it if he did not want to doit. 

Mr. Apernetuy. That may be true, he could do it. 

Mr. Gravy. He has done it. 

Mr. Avernetuy. It would strengthen his hand. 

Mr. Gravy. Yes, sir, it certainly would. He would have more to 
argue with with his opposition if it is the State Department. “The 
Congress has directed me to do it.” 

Suppose the State Department still says, “We can’t do that be- 
cause we can’t get in competition with that foreign cotton. We 
will get in trouble there diplomatically.” 

Mr. Garuines. You have in mind, though—lI will quote from the 
bill, first paragraph, “said volume to be determined by the Secre- 
tary of Agriculture” that is the part? 

Mr. Gravy. That is the part that I think is going to give him the 
getting out place if they want an out. I can thoroughly agree that 
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we ought not to absolutely destroy all foreign friendships by forcing 
our product out in markets, even reducing the price. I think we have 
to get along with the rest of the world. 

Mr. Asernetiy. May I add one other thing? Suppose we started 
moving these stocks, and somebody in X coweery purchased them. 
They manufactured them into cotton goods, brought the goods to our 

rts in an effort to replace the domestically manufactured stocks. 

hat would not help us, would it ? 

Mr. Grapy. No, sir. I have said in my statement that that should 
be regulated and we should not permit them to ship back, except 
within certain percentages. 

Mr. ApernetHy. Without agreeing or disagreeing with the formula 
in subsection 1 of section 1 of the bill, which attempts to and does 
impose certain quotas on imports, do you not think that when and 
if this surplus cotton is moved into the world market that there should 
be some reasonable standards set up to prohibit it from coming right 
back in and taking the place of the domestic market which you now 
have and enjoy in North Carolina and other States? 

Mr. Grapy. If that is not done we would not be helped much. 

Mr. Asernerny. There would not be.any point in selling it, would 
there ¢ 

Mr. Gravy. No, because then it comes back in competition with our 
operatives and our mills—both our labor and the millowners. 

Mr. Anernetuy. We need to do something about this thing now, 
do we not? 

Mr. Gravy. Yes, sir; this afternoon, if you can, sir. 

Mr. Asernetuy. All right. 

Mr. Jenninos. Mr. Grady, some mention was made about a maxi- 
mum of supports and using a graduated scale. What would be your 
reaction to putting a maximum on supports that any one farm might 
receive ¢ 

Mr. Gravy. I think, sir, that it is entirely equitable. I think it is 
a program I am not prepared to offer any percentage on. 

Mr. Jennines. I want to say that I agree with you on it. 

Mr. Grapy. I do think that the larger farmer does in it need the 
support as much as the small family sized man. The larger he gets 
the more able he is to operate on his own. 

Mr. Jenninos. Then you believe there should be some maximum 
put on what any one farm or cooperative could receive ? 

Mr. Gravy. That is right. 

Mr. Jennines. And should be put on some graduated scale so that 
the little man gets the maximum of the help and the big man gets 
the minimum ? 

Mr. Grapy. It is the little man I am pleading for. 

Mr. Garuines. Have a great big grab pot and the little man could 
grab in there just a little deeper, is that it? If he deletes 100 acres 
and a larger farmer takes 200 acres out of cultivation dnd prepares 
the land and puts it in grass, to protect the generations yet caliten, 
that the man who is deprived of planting 200 acres ought to obtain 
less than the 100-acre man. : 

Mr. Grapy. You do that in income tax, do you not? 

Mr. Jennines. Let me answer that question by asking you, do you 
think we should have a big grab bag and let the big man grab all? 
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Mr. Garuines. I take it the gentleman from Virginia says this, 
what we need to do is we have all of this money stacked up here and 
rather than to think about future generations having fertile soil, what 
we need to do is to fix it where the little man gets the biggest grab, al- 
though he did less soil conserving. Is that it? 

Mr. Jennrnas. I do not hide how the gentleman from Arkansas 
construed my statement to mean that. It is a far-fetch of the imagina- 
tion but he illustrates the point—you demonstrated the point but my 
feeling is 

Mr. Garnines. That is your feeling? 

Mr. Jennings. No. We should put some maximum on this pro- 
gram. My feeling is that any one individual, cooperative of group of 
individuals, could receive—— 

Mr. Garurnes. What would you put on it, $10, or $15, or $25? 

Mr. Jennings. I would not put it at any small limit such as that. 
It probably could go up to, oh, maybe, to $5,000. I do not know. That 
is the maximum. Then the graduated part would be based on his net 
income, derived from farming, that it would be an inverted income 
tax deal, so to speak; the little fellow that was making his living from 
the farm would participate more in the program up to a given figure, 
and then a little less as he goes on up the ladder. 

Mr. Garutnes. That is right. You will take a thousand dollars 
of price support. Do you know how far you would get with your 
tobacco farmer guaranteeing him up to a thousand dollars in price 
support ? 

Mr. JENNINGS. I am not going to guarantee him. 

Mr. Garuines. And graduate it up or down from a thousand or 
five thousand. 

Mr. Jenntnes. I will not guarantee him a thousand dollars. I will 
not guarantee him a minimum but up to that thousand dollars the 
would share in it more than the man who was raising $5,000 worth o 
tobacco. Iam not going to guarantee him anything. 

Mr. Gatuines. This is not in this bill here. 

Mr. Jennings. Nothing in this bill that touches it. 

Mr. Gatrutnos. Mr. Grady, do you think starting with a scale of a 
thousand dollars is proper for price supports under the soil bank? 

Mr. Gravy. I do not think that would be the way to do it. 

Mr. Garurnes. Any other questions ¢ 

Thank you so much. 

Mr. Grapy. Thank you. 

Mr. Garuines. We will adjourn until 2 o’clock. 

(Whereupon, at 12:05 o’clock p. m., the committee recessed to re- 
convene at 2 o’clock, this day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p.m.) 

Mr. Garutnes. In view of the fact that Mr. Everett and Mr. Long 
have to catch an early plane or train out, I would like to have them 
come.up at this time. I understand that they will sit together at the 
table. 

If both of you wish to speak, it will be just fine. 
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STATEMENT OF D. B. EVERETT, JR., PRODUCER CHAIRMAN, NORTH 
CAROLINA FARM BUREAU COTTON COMMITTEE 


_ Mr. Evererr. Mine is somewhat off the cuff, Representative Gath- 
ings. 

I am D. B. Everett, Jr., of Palmyra, N. C. Iam a member of the 
exeeutive committee of the North Carolina Cotton Promotion Commit- 
tee, and chairman of the cotton commodity conference of the North 
Carolina Farm Bureau. I am a producer and a ginner. 

We are now in an untenable position as producers. The cotton 
now in Commodity Credit Corporation hands is depressing our market. 
At the same time, the small producer is fast being reduced to poverty 
and bankruptcy. 

The tenant farmer is in the same position, poverty stricken, as the 
small landowner has been displaced or rednend in acreage to the point 
that he cannot support his family. 

Three basic points need to be corrected. Firstly, before anythin 
else can be done, the Department of Agriculture needs to be instructe 
to sell in an orderly and planned manner a part of the Commodity 
Credit Corporation cotton on the world market to reduce the depress- 
ing effect on our raw cotton market. 

Mr. Gatuines. Just how many bales do you think they can dispose 
of, and what type and grade of cotton ¢ 

Mr. Everertr. There has been an international group at work, I can- 
not recall the name of it, but they have come up with something like 
4,800,000 bales as a fair part of the world market for American cotton. 

Wiley, do you recall the name of that group ? 

Mr. Lone. I do not recall. 

Mr. Everetr. But that isthe figure. A member of the group is from 
Switzerland. I do not remember just what all it is, but I would say 
somewhere around 5 million bales would be our fair part. of the world 
market. 

Mr. Garuines. But right now we are only exporting at the rate of 
about 214 million bales a year, and it would be your view that that 
ought to be moved up / 

Mr. Evererr. It should be moved up to get us in line with what. our 
fair share should be. We have been put in a terrible position by, well, 
I couldn’t name all of the things that have brought it about, but this 
cotton has got to be moved before anything else can really be done to 
help us, I think, or move in the direction of getting rid of it. Some- 
thing definite has got to come out of it. 

To protect. the American spinner, we need to establish adequate im- 
port quotas.on cotton finished goods. To help the 4-acre producer 
and the tenant farmer, I feel that a 1-percent reserve over and abeve 
our national allotment is essential to make existence even possible. 

At the present rate of allocation of likely cuts in my State, we will 
soon lose our cotton-producing eae 

I ask you please to make it possible for us to sell on the same high 
market that we have to purchase on. 

Thank you, sir. 

Mr. Gaturnes. Thank you. 

Now would you like to supplement his statement? 
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STATEMENT OF W. J. LONG, JR., PRESIDENT, NORTH AND SOUTH 
CAROLINA GINNERS ASSOCIATION 


- Mr. Lone. No, sir; I wish to give my own statement. 

Mr. Gatruines. Will you give your name and home city ? 

Mr, Lone. I am Wiley J. Long, Jr., president of the Carolinas 
Ginners Association, which is a cotton ginners’ organization for Vir- 
ginia, South Carolina, and North Carolina. Our home office is Ben- 
nettsville, S. C. 

Mr. Garuines. Do you live in South Carolina? ; 

Mr. Lone. No, sir; [ live in Garysburg, N.C., very near the Virginia 
line. 

I am also a member of the legislative committee of the Cotton Pro- 
motion Committee, and as such I have been asked to make the state- 
ment that I am prepared to make today. 

Mr. Garuines. I wish you would, Mr. Long. 

Mr. Lona. For 3 years, I have been a general delegate to the Na- 
tional Cotton Council, and much of the work that we are doing has 
been coordinated through all of these agencies that I represent today. 

I am a farmer from Northampton County in North Carolina. That 
is my major business. I raise cotton and peanuts, basically. 

Today I am concerned primarily with cotton problems, and I have 
three problems that I am vitally concerned with which I proposed to 
you as a reiteration of the statements made by previous gentlemen 
on the floor. 

- First, I think there is a need that we take immediate steps to dispose 
of the surplus of cotton at world prices. 

Secondly, I think it is essential that we limit imports of foreign 
cotton textile products, both raw and finished, into this country. 

Thirdly, I believe that there is an essential need for, and I am in 
favor of, the 1-percent set-aside from the national quota for asist- 
ance to the small farm. 

They are the three i that I wish to make. These points have 
previously been made by other gentlemen on the floor, and I would like 
to state that for the first time in my knowledge, we have had all of the 
segments of the cotton industry tiehind a program. 

I do not have a solution for the overall, total cotton program. The 
three things that I have proposed to you are, in my opinion, essentials 
‘of any solution to the problem. 

Mr. Garutnes. Did you get a resolution from the ginners associa- 
tion in the three States ? 

Mr. Lone. Yes, sir; previously, I personally have testified before 
both the House and Senate committees, and have given written testi- 
mony to the effect of what I am saying to you now. This is just a 
summary of what I have previously paid in written testimony. 


I wish to identify myself as being a person from my geographical 
area and from my interests, and that I am in accord with the previous 
testimony of Mr. Alan Patteson. 

Personally, what I am seeking to do is to endorse programs already 
recommended by others. 

Mr. Garutnes. It is the feeling of the ginners association in those 
three States that you enumerated, the first and most important ques- 
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tion affecting cotton is to move into export channels this surplus cot- 
ton on hand ¢ 

Mr. Lona. Absolutely. 

I would like to repeat what I have said. I do not think that that is 
a total solution to our problem, but I think that is one essential of 
any solution. 
7 r. Gartewes. And at least it ought to be considered; don’t you 
think? 

Mr: Lona. I think the purpose of your hearing is to have that ac- 
complished, and I think when we discuss these other items we possibly 
might be discussing, that is of interest, but is not fundamental. 

Mr. Garutnes. Questions? 

Mr. AnerNetuy. I would just like to say that I heartily concur 
with the statement you make, that these surpluses have got to be dis- 
posed of, and that some limitation should be placed to prohibit them 
coming back here in the form of finished goods. 

You probably observed the gentleman from Missouri, Mr. Jones, 
and I, just exchanging views on something which happened at the 
lunch hour. We did not have lunch together. However, he ran into 
the same thing I did, and he just exhibited it here. 

Here is a napkin, just an ordinary, everyday napkin. On it, it has 
the mark of having been made in a certain foreign land. I know we 
have to do some trading with our foreign friends in Italy, Germany, 
and Japan, but we just cannot carry the whole load. 

It is all right, it is a nice cotton napkin, mad in a foreign land. I 
just think it is time that some consideration, an:' serious consideration, 
be given by this Government to the plight which is being visited 
upon our cotton farmers by these imports. They can be helped by 
the passage of this particular bill. 

You favor the bill; do you not? 

Mr. Long. I presume you are referring to the bill which effects the 

lan I have suggested to you, the one introduced by you, I believe. 

es, sir, basically I am in favor of that bill. I think in the testimony 
which was given this morning, I would also be in favor of encouraging 
you two gentlemen who have prepared the bill to, if possible, arrive at 
a figure so that we could state to the Secretary of Agriculture that he 
must export a certain amount, rather than a general amount, if it were 
possible, and I leave that to you gentlemen’s discretion. But my 
thinking would be that I would be in favor of that addition to your 
bill. 

Mr. GAtutnes. That you set out a goal 

Mr. Lona, Yes, sir. 

Mr. Gatrutnas, In express provisions of the bill? 

Mr. Lona. Yes, sir. It would be to implement the bill rather than 
to change the meaning of what you have sivcats said. 

Mr. Garuines. Mr. Jones? 

Mr. Jones. I have no questions. 

Mr. Lona. There is one other statement that I would like to make. 
That basically is the testimony that I wish to give this afternoon. I 
heard in the testimony this morning certain questions raised that 
brought about a certain reaction in me. I personally am guptned to 
a system whereby the total amount of money which is paid for Gov- 
ernment dconpaonities would be limited to a certain individual. Cer- 
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tainly I definitely would be opposed if it were limited anywhere. near 
to the limits suggested this morning. 

I think it would tend to bring about a situation which would mean 
that a person could not compete economically with other persons in 
the cotton business if you were to place a limitation on the size of the 
operation and if the fonltaton were placed in as low a category as 
was mentioned in the meeting this morning. 

Do I make myself clear ? 

Mr. Gatuines. Yes, Mr. Long, youdo, It has nothing to do with 
this particular legislation. 

Mr. Lone. That is correct. 

Mr. Gaturnes. It was just thrown in here this morning, but in any 
event it was not developed and the full arguments were not fully 
developed as they should have been. 

Mr. roar I am very vitally opposed. 

Mr. Garuines. Any further statement ? 

Mr. Evererr. I would like to pose one question before I leave this 
stand. 

Is our State Department selling us down the river by not letting 
us move this cotton freely in the world market? It seems from’ the 
testimony which has been brought out this morning that the State 
Department is tending to hold Mr. Benson down in the moving of 
cotton. Are they selling us down the river to help foreign countries? 
Is that what is happening to us? 

Mr. Garutines. I do know this: that Secretary Benson is wanting 
to move some of these stocks of CCC cotton at present prices, and he 
had Mr. McConnell, as Assistant Secretary, and a good one. In any 
event, I do know that the Agriculture Department has been trying to 
get something done, but there has been some impediment in the way, 
and it has been suggested here this morning that it is the State De- 
partment. That conclusion is no doubt true. 

Mr. Evererr. I think it would be only fair to Mr. Benson if the 
gentlemen in the press could in some way carry it that it is not his 
fault that the cotton is not being sold, necessarily. I am not getting 
into party implications, because I am from the Solid South. 

Mr. Garuines. Mr. Jones wishes to comment on that. 

Mr. Jones. I do not think we would want to make that statement, 
because, as far as I know, Mr. Benson has never given publicly any 
reason why he has not been able to sell this cotton, and if he wishes to 
put the blame somewhere, I would welcome his telling us why he has 
not been able to carry out the authority which Congress has given 
him. 

He has never said the State Department stopped him, and if he 
wishes to make that statement, that is all right. But I do not want 
the word to go out that this committee is upholding Mr. Benson’s. 
inaction, and then trying to place the blame somewhere else, until 
Mr. Benson tells us what his difficulty is. And he has never told the 
committee which has gone down there why he has not been able to 
do it. I would like to know why. 

Mr. Evererr. Your procedure is right. The manner is all wrong. 
It is just a question which has been running through my mind as I 
have hea here all day. 

Mr. Gatuines. I want to say to Mr. Jones that Assistant Secretary 
Butz will be here before the committee in the morning at 10 o’clock.. 
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He will be the first witness. We will ask him what the situation is 
and why it is. 

Mr. . Would that I could be here to hear that. 

‘Mr. Lone. We wish you luck. 

Mr. Evererr. We sure do. 

Mr. Lone. Thank you very much. 

Mr. Gatuines. Thank you, gentlemen. 

Now, Mr. Bracey, I see, is here, Mr. Hilton L, Bracey, executive 
officer of the Missouri Cotton Producers Association. He was sched- 
uled to testify this morning, but his plane or train was a little late. 

Do you have extra copies of your statement ? 


STATEMENT OF HILTON L. BRACEY, EXECUTIVE OFFICER, 
MISSOURI COTTON PRODUCERS ASSOCIATION 


Mr. Bracey. If it erate the committee, Iwill just-use my statement 
as a guide, and will file the complete statement. for the record. 
Mr, Garutnes. All right, that will be done. It will be printed at 
this point, without objection, and you may proceed as you wish. 
(Phe-statement is as follows:) 


STATEMENT OF Hitton L. Bracey, Executive Vick PRESIDENT, Missourr Corton 
Propucers ASSOCIATION, PoRTAGEVILLE, Mo. 


VEIWS: OF MISSOURI COTTON FARMERS ON PENDING LEGISLATION AND PROPOSALS FOR 
THE SOLUTION OF COTTON PROBLEMS 


Fairness demands that the cotton farmer, and the Cotton Belt economy which 
depends for existence on the cotton dollar, be considered as a segment of the 
national economic picture, and in this dimension appraised as a present and 
potential market for manufactured goods, a source of tax payments, a contributor 
to the Nation’s prosperity through production of commodities both for domestic 
consumption and for export. 

An analysis of the major problems of the cotton industry indicates that no 
plan; nor any conceivable combination of plans, for the continuance of a solvent 
industry will stand a chance of success until stocks now held by the Commodity 
Credit Corporation are reduced to a level consistent with normal demand—and 
including a sensible reserve for national security. 

It is also indicated that dispersal of current cotton stocks must be coupled with 
a short-term program for the eorrection of present contingencies and a long- 
term program for the maintenance of a healthy industry. 


Surplus disposal 


Three major proposals have been advanced as solutions of this problem. They 
are: (@) The soil bank; (6) expanded exports; and (c) domestic consumption 
program. 

The soil-bank plan.—Regardless of its possible value to the Nation as a source 
of future production, the soil-bank plan holds little promise of reducing present 
surpluses. Voluntary participation implies prohibitive price inducements. Man- 
datory compliance might reduce supply; but presupposes the sacrifice of vital 
markets. In either case, advantage to farmers would be temporary and, we 
believe, doubtful. Loss of markets would almost certainly be permanent. 

There is every reason to anticipate that withdrawal of domestic cotton acres 
would continue to be matched by increasing acreage abroad. Commodity pur- 
chase certificates would fix the market price of cotton at or near the face value 
of the certificate, channeling all current production into the Government loan. 
Administration of such a program would be complicated, expensive, and dele- 
terious to many or most of the normal market outlets. 

It is not contended that the soil bank as a conservation program is without 
merit. It is urgently suggested, however, that the entire cotton industry, and 
the entire cotton economy, have a big stake in any governmental cotton program. 
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The dispersal of surplus cotton through the soil-bank withdrawal plan would have 
the effect of reducing the flow of dollars and a corresponding reduction of income 
in the cotton economy. Any small temporary relief to the cotton producer would 
be overshadowed by market losses and a permanent economic blight on the cot- 
ton community. 

Expanded exports.—Exports are historically.a part of the American cotton- 
producing industry. The present laws governing farm commodities include pro- 
visions for regular disposal of agricultural surpluses abroad at competitive prices. 
The cotton economy of the United States is predicated upon a foreign market for 
at least 544 million bales of cotton per year. Steps looking toward the achieve- 
ment of some such export total will provide a partial solution of both the present 
production problem and the present surplus problem, 

It is vital that the policy of Government be made implicit in implementing a 
program based on cotton exports, and that the provisions of such enactment be 
definite and certain. House bills 8658 and 8659 contain the necessary directives 
and provide a positive step in the right direction. We strongly recommend that 
this legislation be given early and favorable consideration. 

Domestic consumption program.—aA planned program of dispersal outside nor- 
mal trade channels, and aimed at the utilization of surplus cotton for the relief 
of less fortunate citizens, is indicated as desirable under present conditions. 

A stamp plan or some other plan is suggested so that cotton wearing apparel 
and household necessities, including mattresses and other articles of cotton, may 
be channeled directly to low-income families and eleemosynary institutions, 
either at a low cost or as a direct donation from the Government. Such. a pro- 
gram would serve a two-fold purpose and would tend to strengthen rather than 
complicate domestic markets. 


Import restrictions 

It is absolutely necessary that protection be provided for the American cotton 
industry against cheap foreign labor and lower manufacturing costs. We ur- 
gently recommend the provisions in House bills 8658 and 8659 advocating rea- 
sonable and equitable import restrictions against cheap foreign textiles. 


Quality improvement 


It is proposed that the loan base be shifted from Middling seven-eighths inch 
to Middling 1 inch or the average grade and staple of the crop. This recom- 
mendation is made in recognition of, and as an incentive toward, production of 
higher quality cotton. This change would tend to reflect proper premiums and 
discounts for the various qualities. Bills providing for the recommended shift 
have already been introduced in both Houses of Congress. 


Small farms 

One change in the law applicable to cotton-acreage allotments is desirable and 
practical at this time. It is suggested that a national reserve shall be estab- 
lished and allotted to States on a basis of need for small farm adjustments. 
Such reserve might provide minimum allotments of 4 acres, or the highest plant- 
ing in the 3-year period preceding the allotment year, whichever is smaller, 
Under such a provision small farms would be recognized as a national problem 
and provided for accordingly. 


Foreign-aid programs 

We strongly recommend drastic revision or outright suspension of all foreign- 
aid programs tending to stimulate production abroad of commodities already in 
surplus supply in the world market, or on which production is curtailed within 
the United States. Curtailment of foreign aid would take the Government out 
of dangerous, indirect competition with the American cotton producer to whom 
it owes protection. 


Price supports 

In order to remove the uncertainty of governmental pricing as a threat to the 
cotton market, and to assure the bona fide cotton producer a chance of survival, 
90 percent of parity price supports should be established for the 1956 crop and 
should be maintained until such time as present conditions have been corrected 
by a long-range program. 

Introduction of the modernized parity formula, which became effective January 
1, and adoption of the suggested change in the loan base, anticipates a cut of 
approximately 10 percent in the price of raw cotton. This price cut should be 
recognized as the maximum reduction which the cotton farmer can-absorb in a 
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period of 1 year. Particularly is this true in the light of an inflated national 
economy and rising production costs. 


Price-support dollar limit 


Proposals to limit price-support eligibility have the objectionable effect of 

classifying solution of the cotton producers’ problems as a welfare project.. Ina 
national economy, developed by and dedicated to the proposition that efficient 
production methods and decreased per unit production costs are the foundation 
of prosperity, the proposals point to the withholding of support to the efficient 
producer in favor of the smaller and possibly less-efficient producer. 
‘. We are convinced that pursuance of such a policy points to the dispersal of 
large, well-founded farming units and their separation into smaller units, already 
a matter of major concern to the economists.of the Nation through their inabil- 
ity to meet modern mass-production competition. 

It would appear that the small farmer, crowded to the brink of ruin by a 
depressed farm economy, is about to be joined by the larger farmer, brought to 
the same pass by adverse legislation. 

Present cotton market prices are determined by loan values and depend upon 
eligibility of every bale of cotton to Government loan. Withdrawal of the 
floor beneath any substantial part of the current crop will degrade market prices, 
and will react to the disadvantage of every farmer, large or small. 


Long-term plan for cotton 

Based on the anticipated success of the proposed short-term program, a more 
permanent and comprehensive plan is indicated for the preservation of the Ameri- 
can cotton farmer as a solvent and productive unit of the national economy, 
such a plan should be based upon fair access to markets, reasonable price protec- 
tion, improved cotton quality, and reasonable production. It is suggested that 
the following steps be taken: ' 

It is urged that the ultimate solution of cotton production and marketing will 
be found in a system under which cotton will be allowed to seek its own unsup- 
ported price level at home and abroad. Such an approach might follow the do- 
mestie parity route, or be accomplished by the so-called two-price system. These 
suggestions will bear analysis, 

(@)’Domestic parity route.—In considering domestic parity, it is suggested 
that: : 

(1) The minimum national marketing quota of 10 million bales be continued. 

(2) Allocate to each farmer (on a history basis) his proportionate share of 
the national quota, and pay to each farmer the difference between the price he 
receives for his cotton and the price at 100 percent of parity. (Sales prices to 
be determined according to average prevailing prices, quality, and other pertinent 
considerations. Grade and staple to be determined by USDA Classing Service.) 

(3) Assign to each farmer a secondary quota, representing his proportionate 
share of 4 million bales, and pay him the difference between the price he receives 
for this production and 50 percent of parity ; subject to the same determinations. 

It is confidently believed that the need for a secondary quota would quickly 
disappear; and it is suggested as a safeguard against speculative production 
during the early life of the program. 

Relaxation of the minimum national quota as the program progresses points 
ithe possibility of systematic reduction of domestic parity guaranties—possibly 
at approximately 5 percent of parity for each million-bale increase in the minimum 
national quota. 

Particularly attractive is the fact that this approach separates the producer 
from other segments of the industry, leaving the farmer some latitude in adapting 
production: to his own needs. and circumstances, and, at the same time, freeing 
ether segments of the industry to operate on a free-will basis. 

Under this plan the farmer would realize two levels of income for his cotton, 
but there would be only one price level in the market place, with differentials for 
grade and staple combinations. This is a very important feature and should be 
kept in mind when comparing this plan with other two-price plans which do 
provide for two prices in the market place, and the resultant confusion of policing 
two differently priced pools of cotton through market channels. The domestic 
parity plan is not a new farm program in itself, as ‘it would amend only that 
portion of the Agricultural Adjustment Act of 1938 relating to parity payments 
and would make no other basic changes in the farm program. 

The price cuts anticipated under the proposed short-term program being. con- 
sidered, it is estimated that the cost of the proposed long-term program would be 
impressively smaller than that of other proposals-such as the soil fertility bank, 
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which, if made effective, is expeeted te cost the Nation approximately $24 billion 
in direct outlay. To this must be added the loss resulting from curtailment of 
production of all basic crops, and the impairment of American standing in the 
world market through voluntary withdrawal, for an indefinite time at least. 

It is-a fair assumption that_cotten will not drep more than 10 cents per peund 
under current price levels. Considering such a drop, and subtracting the 34 
cents per pound contemplated as part of the prepesed short-term. program, would 
leave an actual 614-cent pound “subsidy” on 10 million bales. This prospect sets 
the maximum possible cost of the suggested program at $325 million per year. 
While substantial, this cost seems insignificant when compared to the proposed 
$244 billion fertility bank plan which, furthermore, would provide ne future 
expansion of markets, and would actually curtail future world market potential. 

The domestie parity plan could be made self-financing. It would be desirable,. 
of course, to do away with the necessity for appropriations by Congress for 
domestic parity programs or export subsidies. Evolvement of a self-financing 
program will be easily feasible once stocks recede te reasonable levels, American 
cotton moves freely and naturally in world commeree, and cotton reaches a com- 
petitive price relation with synthetie fabrics. Even the ultimate accemplish- 
ment of these objectives will not alter the respensibility of Gevernment to main- 
tain agricultural stability, presperity,.and progress as a. national, not an industry, 
concern. An adequate farm plant, adequately staffed, implies parity of oppor- 
tunity for profit with other segments of our economy. Maintenance of such a 
plant is an investment, not a charity. Such a plant can best be preserved by a 
national rather than a farm program. 

We cannot measure in dollars the advantages of the domestic parity plan. The 
future of the cotton farmer is at stake. He eannot live without markets. The 
soil fertility plan presupposed thé sacrifice of present and future outlets for 
American production. The domestic parity plan points to new efforts, here and 
abroad, to establish American cotton as a valid part of the Nation’s profit poten- 
tial, to face up hopefully to natural and synthetic eompetition, both domestic 
and foreign. 

The two-price system apparently will produce an end result similar to that of 
the domestic parity plan. It is suggested, however, that adoption of the system 
might complicate administration and increase costs in proportion te results. 
Some serious obstacles are inherent inthe ordinary two-price plan. 

Under a two-price program it- would be necessary to— 

(1) Maintain the current loan program for the amount of cotton produced by 
each farmer under national marketing quota allotments. 

(2) Police two differently priced pools of cotton through market channels. 

(3) Provide special.considerations for American cotton mills, and possibly for 
other segments of the cotton industry. 

In immediate prospect under the two-price system is the assignment to the 
CCC of all responsibility for marketing the annual American cotton crop. 

It is suggested that the domestic parity or production payments system would 
achieve the desired objectives, and we urge the Congress to give early considera- 
tion to the various proposals that have been made to provide cotton with free 
and unlimited access to both domestic and foreign markets. 


Mr. Bracey. Mr. Chairman, first of all I want to thank you and the 
members of this committee for the opportunity to appear here and to 
give you some of the views of the Missouri cotton farmers as to what 
we think is the most serious, problem. 

I am Hilton L. Bracey;-exeeutive vice president of the Missouri 
Cotton Producers Association. 

Before I get into my statement, I would also like to state that I wish 
to be associated with the statement. made by Mr. Patteson this morning 
in behalf of the American Cotton Producers Associates. 

We are affiliated with that organization, and endorse and subscribe 
to what he said. 

Mr. Chairman, I would like to ask you this question before I pro- 
ceed. Some of my remarks are not entirely concerned with this par- 
ticular piece of legislation. However, I think they are closely con- 
nected in a round-about sort of way. 

Mr. Garutnes. What about your remarks? What do they cover? 
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Mr. Bracey. Well, I touch off things like the soil bank and 1 or 2 
other items that are not a part of this particular bill. 

Mr. Garuines. Without objection, they ought to go in the record 
right along, but at the same time, if you would like to briefly touch 
on them, we would like to hear you. However, we are anxious to stick 
with the provisions of the bill in question. 

Mr. Bracey. I will be very brief. With your permission, I will just 
touch on them. 

I think one thing we are all agreed on—that we are in trouble. The 
next thing, that we are going to have to do something about the present 
surpluses before any program is going to have a change to work. And 
I believe up to now, A we. three plans have been advanced for the solu- 
tion or disposal of the current surplus. 

One has been the soil bank; another has been the expanded export 
program; and another has been a domestic consumption program. 

I would like to say, about the soil bank, that we are against it. We 
think it is wrong in principle. It is production retrenchment, and 
envisions a loss in markets. Our farmers would like to have, in fact 
we have got to have, an opportunity to produce and sell, and not to 
retrench and back up from where we are now. 

Our cotton acreage has been cut just as low as we could take if we 
are going to stay in the cotton business. 

r. Anernetuy. I think you are exactly right, because the object 
of the soil bank is to cut us back even further. We have already had 
our cotton production cut back from 26 million to 17 million acres, 
and the object of the soil bank is just to eventually get us back to 
nothing but the domestic market. That is what it will do for us. 

Do you not —e with that? 

Mr. Bracey. That is the way we see it; yes, sir. 

Another thing I would like to say, sir, 1s not only the cotton farmer 
is going to suffer from this soil bank if we get it, it is going to be the 
entire cotton community; the cotton ginner, the crusher, the ware- 
houseman, the man who sells the gas, and the man right down Main 
Street, are all going to suffer. 

You are going to take about two-thirds of the dollars out of the 
cotton community, and [ just cannot comprehend any plan that is 
going to take two-thirds of the total dollars out of a cotton community 
eing in the benefit or the interest of the total community. I cannot 
see that. 

Mr. Gatutrnes, And what about the personnel, folks who actuall 
work on the farm? They are already leaving our area in the mid- 
South in great numbers. By the soil bank provisions, many of them 
will have to go north or go to metropolitan areas. 

Mr. Bracery. We have the same situation you have, Mr. Gathings, 
and this will just hasten the day when all the tenants and sharecrop- 

ers will leave the cotton farms, and a lot of the landowners, as well. 

e are just against a soil bank, and I wanted to make that a matter 
of record, 

Maybe later on we will have an opportunity to elaborate on it more 


fully. 

Mr. Gataines. Now will you proceed and give some of the reasons 
for or against the particular proposals under discussion ? 

Mr. Bracey. Yes, sir. 
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On exports, I think all of us agree that historically we have had 
about a 514 million bale export market. You go back 20 years, and 
leave out the war period, and the immediate depressed postwar period, 
and you find about 544 million bales of exports per year from this 
country. 

Now we are down to 214; and the way we are going, within 3 years 
we are going to be down to nothing. 

Some people now are saying we are at the crossroads. In my opin- 
ion, we were at the crossroads back in 1952 when this thing happened 
to us. I think we are way past the crossroads. If we do not start 
back on the road we are on now, and start in the other direction, the 
export market is going to be a thing of the past. 

That is why we are so concerned and interested in this bill or these 
bills, 8658 and 8659, which we think will cause, I will say, the admin- 
istration to take the necessary action to move the cotton into export 
channels, and we certainly endorse those measures and wish to thank 
you for them. 

Mr. Garutnes. What about the other provisions of the bill, the 
second thought as well as the third ? 

Mr. Bracey. Well, let me deviate just one more time, with your 
permission. 

There is something else that we might do, Mr. Chairman, in the 
way of getting rid of some of this cotton. We could have a domestic 
consumption program here in this country. We have got about 8 
million families now with incomes of less than $2,000 per year. All 
those people could use more overalls and cotton goods. They could 
use some more food. So instead of talking about soil banks, why 
don’t we think about a domestic consumption program to give these 
people some food and fiber, these low-income families and some of 
these institutions throughout the country. In other words, let’s 
take care of some of our people here at home for a change. 

That is a mere suggestion. 

Mr. Garuines. You have entered a fine sphere there. I wonder 
if you have thought just how that would work out. Do you have 
in mind something like a mattress program ¢ 

Mr. Bracey. That could be a part of it, sir, but I rather think it 
would be more or less clothing items, and also food items, for these 
looremetane families, we will say, of $2,000, or some such figure would 

» eligible. 

Mr. Garuines. Those that are now on the relief rolls or who are 
now obtaining the food—— 

Mr. Bracry. We have a lot who are on relief or who need to be 
there, sir, out in the cotton country and other places in the farming 
community, all these kids going to school without being properly 
clothed and fed. 

I think it is tragic that we have all this food and fiber in storage, 
and not providing for those people. We simply are not doing it. 
That is why I suggest that we consider such an approach to some 
of these surpluses. 

Mr. Garuines. That is real good. 

The consumption here was 18, according to the last figures that 
were obtainable, and the per capita consumption in the Far East is 
3.5, and in South American countries they have moved up to about 
5 pounds per capita, and over in Europe it is seven-something. 
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But it seems to me that we could use quite a lot more cotton here 
in America. 

Mr. Bracery. I think we could, sir. 

Mr. Garuines. There is a great need for placing it into other 
outlets. 

Mr. Bracey. I will get on, and come back to the proposal that is 
before the committee. 

On import restrictions, we think it is absolutely necessary that 
protection be provided for the entire American cotton industry 
against — foreign labor and lower manufacturing costs. I think 
that goes without saying, we have got to have it. 

Of course, your bill contains the necessary safeguards, and we 
heartily endorse it. 

One other thing here, which again is not on the subject entirely, 
but I will be very brief if you wil permit me to mention it. 

We have endorsed this change in the loan program, that is, the 
base. I just want to call one thing to your attention which I am 
sure you are familiar with. This involves about a $15 a bale cut 
in the price of cotton. A lot of people are advocating this particular 
change in the loan base, and we advocate it, also, as a necessary means 
of adjusting some of our stocks into line with, we will say, consumption. 

At the same time, if we do not tie that in with 90 percent of parity 
supports, we are just leaving the door open for a $40 a bale cut in 


the price of cotton this year. In other words, we get $15 a bale cut 
under the shift in loan base; unless the Secretary sees fit to set the 
price support level above 75 percent, we get $40 a bale cut in the final 
analysis. In other words, it would be $25 on one side and $15 on 


the other. 

We just believe that is mighty dangerous, and we wanted to mention 
that fact to the committee, because a lot of people are advocating a 
loan chage, but they do not say anything about the level of support. 

Mr. Jones. You want to make yourself clear, do you not, Mr. 
Bracey, that we are not advocating this change in the loan base 
unless we can continue to get the 90 percent of parity. 

Mr. Bracey. That is right, sir. We advocate it as coupled with 90 
percent of parity. 

Mr. Jones. In other words; that would just be a further justification 
for getting it, because we would be encouraging the production of 
a better grade of cotton. 

Mr. Bracey. That is right, sir. 

Mr. ABERNETHY. Would you yield to me? 

Mr. Jones. Oh, yes. I am through. 

Mr. AsernerHy. The only way you could have that assurance 
would be for it to be coldly and boldly written into the law, because 
as the law is right now, we will not have it. 

Mr. Bracey. That is right. 

Mr. Asernetuy. The law right now provides for 75 to 90 percent 
supports with seven-eighths middling as the base. What you are 
suggesting would be that the base would be the average of the crop, 
which would be about what ? 

Mr. Bracey. Well, we are suggesting one inch. 

Mr. Aserneruy. And that would drop the price, you say, $15 a 
bale. And the Secretary could, if he saw fit, go back to 75 percent 
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of parity, which would mean that the support price would be about 
63 perme of parity as parity is now calculated. That is correct, is it 
not ¢ 

Mr. Bracey. I believe that would be correct. 

Mr. Asernetuy. About 67 percent, I mean. 

Mr. Bracey. I cannot quite follow your arithmetic. 

Mr. Asernetuy. Well, that is what it is, anyhow. 

Mr. Bracry. I am sure you know. 

Mr. Aperneruy. And then, as Mr. Poage says, there is another 5 
percent reduction for modernized parity. 

Mr. Bracery. That is right. 

Well, Mr. Chairman,.we certainly endorse the provision in your 
bill for small farms. We feel that small farms are a national prob- 
lem, and they are too big a problem to cope with at the local level, and 
we heartily endorse the provisions in your bill for placing the small- 
farm problem on a national level. That is exelly what we think 
should be done. 

Mr. Gatruines. Any further statement? 

Mr. Bracey. Well, we would like to see some of these foreign aid 
programs cut out, sir. That is putting other people in competition 
with their own producers here in this country. 

Another thing, we don’t like this idea of this dollar support limit 
which a gentleman mentioned a while ago. This does not concern 
your bill, but we would like to see your loan program worked at once 
as an orderly marketing program. We do not think of it asa welfare 
project or something like that. That is exactly what we would have 
under price-support limitation. We need an orderly market program, 
as we once had. 

One other thing I would like to mention, in closing here. I know 
that you have domestic parity, a two-price plan, in mind. I think 
Mr. Poage has and other people. 

I just want to suggest to you that we keep thinking about it, because 
all of our farmers are looking in that direction. We think the final 
solution to this cotton problem is not a percentage of parity, but 
some plan which is going to allow our cotton to move freely in both 
the domestic and world market, and we think your plans have a jot 
of merit, and we want to tell you that we endorse your approach. 

Mr. Garrtas. Do you think we should consider all het of the 
cotton issue at - time? Do you think we ought to take up also. Mr. 
Poage’s proposal ¢ 

Mr. Bracey. I would be in favor of it, sir. Ido not know how your 
time is, but this is all I had to offer at this time. I would comment, 
if you would care for me to, but I had not planned to. 

r. Gatutnes. I was just wondering whether you think that it 
would be apropos at this time to write emergency ledialasion as well 
as ae legislation, at the same time and in the same bill. 

Mr. Bracey. bably not, sir. We consider the things we are 
suggesti ng here today as more or less of a short-term or emergency 
nature. The parity feo is more or less long-term, but we would like 
you to know that we like that approach. 

Mr. Garuines. You are looking at the future. If you are going to 
stay in the cotton business, you are going to have to have some method 
by which we can regain some of these lost markets. 
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Mr. Bracey. We are going to have to forget about percentages of 
parity. We are going to have to get acres and bales and sell it, and the 

roducer is going to have to be protected on the domestic market. Let 
fim take his chances on the foreign markets. 

Mr. Jones. But you do go into a discussion of this long-term plan 
in the latter part of your statement here, and I think you do touch 
on some of the problems involved in the bill that Mr. Poage has 
introduced, 

Mr. Bracey. Yes, sir, I have touched on it in my prepared statement. 
a Jones. I think it would be interesting for the committee to read 
that. 

Another thing, if I might, Mr. Chairman. When you spoke a 
minute ago about the limitation on the total amount of supports that 
any farmer might get, you mentioned the fact that the purpose of this 
program was to bring about an orderly marketing ; and also, if we went 
to the plan which some people have suggested, limiting the support up 
to a certain factor, actually you would be getting away from an or- 
derly procedure, and encouraging a disorderly marketing of the crop, 
particularly by the large producer, who would not participate in the 
same percentage as the small producer. 

Would it not have that effect? 

Mr. Bracey. Absolutely. You would lose sight altogether of your 
orderly marketing feature. You wouldn’t have one. 

Mr. Chairman, that completes my statement, unless there are ques- 
tions. I do want to thank you and the members of the committee for 
this opportunity. 

Mr. Gaturnes. Thank you so much for your splendid statement, 
Mr. Bracey. 

The next witness was supposed to be Mr. Jackson, executive vice 

resident of the American Cotton Manufacturers Institute. Mrs. 

wney has handed up a list of witnesses here, and said that he would 

like to come tomorrow, so we will proceed with other witnesses who 
are here. 

I just wondered if the producer groups could wait until a later 
hour. Do you have any plane connections? 

Then we will hear Mr. W. Ray Bell, of the Association of Cotton 
Textile Merchants of New York. © 
Is Mr. Bell present? 

Mr. Bex, Yes, sir. 

Mr. Garrutnes. How long will your statement take, Mr. Bell? 
Mr. Beui. Fifteen minutes. 

Mr. Garruines. We will be glad to hear from you. 


STATEMENT OF W. RAY BELL, PRESIDENT, ASSOCIATION OF 
COTTON TEXTILE MERCHANTS OF NEW YORK 


Mr. Be.u. Mr. Chairman, I appreciate very much the opportunity 
andl pe courtesy in allowing me to come here and express our views 
on the proposed legislation. 

I have blocked out very roughly, in a very short time, a short state- 
ment. I have several copies. 

I am W. Ray Bell, and I am president of the Association of Cotton 
Textile Merchants of New York. This organization is a trade asso- 
ciation whose member firms are either owners or sales divisions or sales 
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agencies of textile mills, which direct the marketing and distribution 
throughout the United States and abroad of most of the cotton textiles 
and mill finished products made by the textile industry of this Nation. 
It is a functional organization on the selling end of the business. 

As such, these firms are meeting head-on the rising tide of imports 
from Japan of cotton textiles, cotton apparel, and cotton household 
goods. The offerings of our members of American goods made from 
American cotton at American wages and under American living 
standards, to which we are both legally and morally bound, meet 
daily in the market place with Japanese goods made from cotton 
averaging sharply under the price of American by workers paid a 
fraction of American wages and subsisting at the infinitesimally low 
living standards of the East. 

In this unequal clash, the order must fall to the Japanese com- 
petitors, at every point where Japan chooses to concentrate its attack. 
Prices, earnings, and today’s good prospect for some expansion of 
our industry suffer as a consequence. 

We come before you to ask legislated quotas on imports of textiles 
and their products, at 150 percent of the 1953-54 average, applied 
by the necessary categories of products. I believe this bill includes 
that. We do so after having exhausted every avenue of approach for 
administrative relief, and in confidence that Congress will not “let 
down” the millions of cotton farmers, textile mill employees, gar- 
ment trade workers, and all the others who are integral parts of this 
Nation’s cotton-textile economy. 

We have opposed at every step the whittling away of our former 
tariff protection, of which but a shadow now remains. Tariff sched- 
ules today in cotton textiles are absolutely useless as protection, 

Congress heeded us last year on H. R. 1, but our effort was set at 
naught when, behind our backs and yours, tariffs were slashed 25 to 
50 percent in the Japan trade agreement at Geneva. We have since 
appealed to every administrative agency of Government concerned. 
We have been given the brushoff by the State Department and others. 

Specifically, we have been told that the administration will oppose 
any intergovernmental agreement between the United States and 
Japan, and of course the Justice Department will sanction no inter- 
industry negotiation. We have been told we can have no hope of 
action under section 22 of the Agricultural Adjustment Act; yet we 
have formally joined in appeal for such action by the Secretary of 
Agriculture, from which to date we have heard nothing. 

We have been told that our only remedy is the escape clause. A few 
divisions of our industry, unusually hard hit by imports in their 
particular categories of product, are resorting to such action. But 
in this there is no safety. Should we win after long negotiation in 
one sector, the Japanese will concentrate on others, and this remorse- 
less and unfair low-wage competition will simply devour our markets 
piecemeal. 

We are convinced that if American cotton and American textiles are 
to survive and grow, it will be because of legislative action alone. 

The issue is simple. Are American living standards and jobs to 
be maintained in the framework of our laws and customs, or are they 
to be subordinated to and expended in the interest of Japan? 

In the case of the cottongrower, our Government guarantees him 
virtually the entire United States market for cotton by a tight quota 
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on imports, at high prices founded on production control, loans, and 
other aids. This market now consumes 3 out of every 4 bales he 
sells. The issue is: Shall we impair this quota-restricted and vital 
market by permitting unlimited quantities of cotton of foreign 
erowth to pierce the barrier by entering as semimanufactured or 
manufactured textiles, all to the cotton grower’s disadvantage? 

For the textile worker, Government fixes minimum wages and 
hours, and our economy provides him wages well above minimum and 
all the benefits of a high-level economy. Shall we permit the bowl- 
of-rice economy of the East to take his job and undermine the hun- 
dreds of textile communities South and East where textile manufac- 
ture is the leading or sole sustaining industry of these hundreds of 
communities 

Some 1,200,000 Americans are engaged in the apparel trades, only 
slightly exceeding those in textile manufacture. They find vast 
amounts of cotton blouses, shirts, towels, table napery, sheets and 
pillow cases, and other goods coming in from Japan iad vetalling for 
lag hen the cost of sewing them here. Are these people expendable, 
too 

Such is the issue before us, and we wish to submit the salient facts 
of the situation as it now exists, and as it appears to us for the near 
future. 

First, we shall outline the situation in textile market terms; and 
second, since the effect on raw cotton is a principal concern of this 
committee, in terms of raw cotton and the cottongrower. 

The textile data here presented are from United States import sta- 
tistics through November 1955; from published Japanese reports cov- 
ering the full year 1955; from our own conversions of apparel and 
other goods to yardage terms; and from United States Consular Serv- 
ice reports from Japan on forward bookings and plans of Japan for 
sales to this country during 1956. 

May I submit these copies in evidence ? 

Mr. Garuines. Let us take a look at those. Would you just file 
these, Mr. Bell, as exhibits, so that they can be referred to. 

Mr. Betz. Yes, sir, I will be happy to. 

(The documents referred to were filed for the information of the 
committee. ) 

Mr. Bet. As to the last named, it must be remembered that Japan 
has instituted some one-sided limitations to forestall quota legislation 
by the Congress. Reports from Japan are quite frank in this respect, 
suggesting the temporary character of these limitations. There is not 
the leuat assurance that this one-sided arrangement, to which our own 
Government refuses to become a party, will not be quietly forgotten 
once Congress adjourns. 

We estimate total imports of Japanese goods in the form of piece 
goods, household articles and clothing coming into the United States 
for 1955 at not less than 250 million yards. Imports of piece goods 
add up to more than half this quantity. An additional 60 million 
yards have come in in the form of blouses alone. Some 35 million 
yards represent table damask, towels and sheets, and pillow cases. 
Imports of shirts, handkerchiefs, and a variety of other apparel items, 
account for the balance. Not included are other lines not readily 
converted to yardage terms. 





04 COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 


A loss of 250 million yards is a serious loss for the textile market. 
When we add that our exports have fallen 250 million yards from 
1951 to 1955, largely from competition with Japan overseas, it is clear 
that real damage is being inflicted even on so large a textile industry 
as ours. 

Mr. Asernetuy. Mr. Chairman, may I interrupt there ? 

Mr. Gatuines. Yes. 

Mr. Asernetuy. Do I understand you to mean that in addition to 
competition of import goods, that the goods which you and your 
people have exported have found a comparable quantity of competi- 
tion, in that you have not been able to export ae in a similar quan- 
tity that you used to export ? 

Mr. Bexi. Yes, sir. That came first. 

Mr. Anerneruy. So you are taking a double jolt. 

Mr. Bewi. That is right, sir. 

Mr. ApernetHy. You are fighting against the imports, and also los- 
ing your own export market. 

Mr. Betz. Yes. The loss of the exports came first. 

Mr. Asernetuy. And the losses seem to be almost identical. 

Mr. Bez. Just about. This is from 1951 to 1955, the decrease was— 
I have forgotten the exact, figures—something like 850 million yards 
down to 550 million square yards in 1955. 

Mr. Garuines. May I-also say that you folks really are the best 
customers that the cotton farmer has. We depend on you to buy 
cotton. 

Mr. Betu. Wards, Sears Roebuck, J. C. Penny, all rolled into one. 

Mr. Poage. May I say, I know it prolongs the thing, but it seems 
to me we cannot very intelligently discuss this without at least re- 
ferring, as we have a dozen times, to legislation, It seems to me tnat 
to answer your question we are going to have to do something on the 
order of what is proposed in my bill 

Mr. Bex. I am sorry, I am not familiar with your bill, Mr. Poage. 

Mr. Poage. I know. I did not intend to bring it in here, but it is 
so interwoven with everything that is being discussed, it seems to me 
that we must. 

That bill simply proposes to let the support price, let the loans and 
the Government support, drop to 75 percent of parity, making cotton, 
of course, much more competitive on the world markets than it is 
today. It would also drop in America, as well as abroad. 

Mr. Betz. Yes. 

Mr. Poage. Then to pay to the producer a direct payment of the 
difference between the 75 and the 90 percent of parity, on the theory 
that while we need to make cotton competitive, that our farmers 
simply cannot live with 75 percent; and that if we are right in assum- 
ing that 90 percent—and I think we are right in that—if we are right 
in assuming that 90 percent is probably the minimum at which our 
producers can operate, we must see that they get the 90 percent. 

To see that they get it in the market seems that we are not competi- 
tive with anybody, and keeps you from ever becoming competitive. 
Consequently, we o to let you buy the Cen at 75 percent, to 
pay the farmer the difference between the 75 and the 90, to let 
you sell the goods into the market, and to require you—it is not part 
of my bill, but would be a companion part introduced in the Ways and 
Means Committee—levy an excise tax, at which I know everybody 
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throws up his hands and hollers about, to make up the difference be- 
tween the 75 and the 90, which would bring your price right back 
up to where it is, your net cost. 

Mr. Bex. Wail, understand me, we do not quarrel with the Amer- 
ican farmer getting a good price, a comparable American price for his 
cotton that other people get for their services. 

Mr. Poacsr. I understand that. 

Mr. Beri. But we just cannot do it if we lave these goods coming in 
at costs which we cannot possibly meet. 

Mr. Poace. Quite right. But if we levy this tax in the United 
States on all fabrics sold in the United States—— 

Mr. Betu. Tax, did you say? 

Mr. Poace. Tax, I said. You were not following me, then. I said 
that you would throw up your hands and holler just like everybody 
else does. You were not following me. 

Mr. Bert, I have not read it. I would rather not discuss it until 
after 1 have gone over it. 

Mr. Poacr. I am not asking you to discuss it. I am trying to discuss 
it myself, that you might understand. 

Mr. Betx. You mean a processing tax? 

Mr. Poagr. I am talking about an excise tax, exactly like we levy 
on that electric-light globe there, just like we levy on a great man 
commodities that are sold in the American market today; a tax whic 
would produce the same amount of money that the Government would 
have to put out to make up that difference between 75 and 90 percent 
of parity to the farmers. Somebody has got to pay that. If it is 
levied on the products of the farmer, I think the public will take it 
with much more grace than if it is levied in the general market. 

Now, what does it do for you? 

Mr. Bet. Of course, if there is a tax laid on, the consumer would 
have to pay the tax finally. 

Mr. Poage. Certainly he does. You are selling me a shirt, or 
through a dozen people after you. 

Mr. Betx. Not a dozen. 

Mr. Poage. You are selling the original goods, and it is based upon 
90 percent for that cotton, plus all of the costs of manufacturing, plus 
labor costs, plus all of the many costs which are passed on. 

Mr. Betx. Based on the market price for cotton. 

Mr. Poage. Correct. But those prices are based on cotton at 90 
percent of parity. 

Now, if you buy that cotton at 75 percent of parity instead of 90, 
and then pay a tax which would equal the difference between the 75 
and the 90, you still pay 90 percent. Your basic cost is still 90 percent, 
with this exception : That tax would be levied, of course, upon all 
fabrics, and you do not produce more than about two-thirds of them. 

Mr. Bett. Of what? 

Mr. Poagr. Of all fabrics in the United States, you produce about 
two-thirds of them. 

Mr. Betz. The cotton mills produce, of the woven goods, I think 
about 80 percent. You see, there are about 13 billion yards a year; and 
out of that, cotton is about 10, of all kinds of woven goods. 

Mr. Poagr. You may be right there. The figure I had was that 
rayon and synthetics were taking about one-third of the market, 
Maybe they are not taking so mitch 
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Mr. Bexu. All of the synthetic production, including rayon, acetate, 
and all the other synthetics, will be roughly this year about 2.5 billion 
to 2.6 billion linear yards. 

Mr. Poace. What percentage of the total would that be ? 

Mr. Be... That is against a total of about 13 billion. 

Mr. Poage. That is 2.5 over 13. Well, of course, you indicate that 
synthetic competition is not merely as serious as we had supposed. 

Mr. Beuw. lioucvhly 20 percent, I guess. Woolen is very small. 
Woolen is about 300 million linear yards, 

Mr. Poace. Call it 20 percent. For the purposes of what I am try- 
ing to explain, it makes no difference whether it is 20 or 30 percent. 
percent. 

Mr. Brew. Yes. 

Mr. Poagr. Whatever it is, you would have that much assistance in 
paying that tax, so that actually you would probably come to a little 
less than your present costs, so you would not be restricting the Ameri- 
can market by an increase in price. 

I recognize that if you have to increase your price, obviously you 
meet consumer resistance, and obviously the tendency in the long run 
is to reduce consumption in the United States. But your costs, your 
basic costs, even if it is 10 percent, would still be less than they are 
today. 

Mr. Bet. Yes. 

Mr. Poagr. Consequently, the mills would not be paying quite as 
much as they are today. You would be getting the advantage that 
the Japanese manufacturer shipping into the United States, the min- 
ute he shipped it in here he would have to pay that tax, whatever it is. 

Mr. Betz. That followed the same lines as the old processing tax. 

Mr. Poage. Exactly. 

Mr. Betz. You remember that, back in the thirties. 

Mr. Poace. Yes; I remember. 

Mr. Beit. And the experience with that was very, very bad. 

Mr. Poace. You did not have any experience. it was attacked in 
the courts the first day it went in effect, and it was thrown out. You 
did not have any experience. 

Mr. Betu. No, Mr. Poage; I lived with that thing for 2 years. It 
went into effect on the 1st of August of 1934. 

Mr. Poage. It was not on the 2d day of August you filed your suit? 

Mr. Bewu. No. 

Mr. Poace. When was it. 

Mr. Bexw. It did not go off until January 1936. 

Mr. Poace. I know it did not go off. I asked you when you filed 
your suit. 

Mr. Betx. The only one I know of is the Hoosac Mill case. I do 
not know of any others, and I do not know when it was filed. But the 
circuit court decision on the Hoosac Mill case did not come until about 
June of 1935. 

Mr. Poace. That’s right, but you attacked it the minute it went on; 
that is what I am driving at. 

On the contrary, the sugar mills of America pay a tax of one-half 
cent a pound on every pound of sugar sold in the United States, 
whether it is imported or produced here, and every pound of sugar 
that is sold in this country pays that tax, and it is used to bring a 


return to the American sugar producers. 
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Those, mills were rather violent against that for a while but, 
fortunately, Congress had had the experience of the Hoosac Mills 
case, and wrote the law a little bit differently. 

And now, we had 6 weeks of hearings in this very room last year, 
and there wasn’t a sugar mill, there wasn’t a refinery that came in 
here and asked us to remove that tax, not one, because they have all 
recognized that it gives to the sugar industry a degree of stability 
which seems to me to be the thing that the cotton industry needs worse 
than any other one thing, stability, and with some degree, some sta- 
bility that we can count on down the road. 

We have been able to give it in sugar. We haven’t been able to give 
it in cotton. Sugar seems to be getting along reasonably well in the 
United States, and our refineries seem to be doing pretty well. You 
people don’t seem to be doing near as well, to me. You haven’t had 
anything of that kind. You haven’t had stability. 

All you have had has been uncertainty, and all you are going to get 
is uncertainty if you rely upon some broken reed to try to lean upon 
for the future, without any assurance as to what your price is going 
to be, what relationship it is going to bear down through the years; 
you are always going to have that uncertainty, and it seems to me 
you are going to have a bankrupt industry for a long, long time to 
come, 

But human nature being such as it is, obviously you are going to 
throw up your hands and holler the minute anybody mentions levy- 
ing a tax. 

Mr. Brix. I didn’t say that. 

Mr. Poacr. No; I said it. I said that you were going to throw up 
your hands and holler about a tax, and you did. You did exactly 
what I said you would do, and every one of you is going to do it, 
You are not going to wait to understand how it affects you. Maybe 
it will affect you adversely; don’t misunderstand me. 

Mr. Beit. You mean this for long-range legislation ? 

Mr. Poage. Yes. I am not trying to sell the Townsend plan here, 
and I don’t say I have all the answers, but it does seem that you ought 
to give some consideration to it, rather than simply saying, “Oh, 
don’t levy a tax; kick it out the window.” We have stabilized some 
industries in the United States with an excise tax. Some of the sugar 
refiners that were broke have come back and have good properties. 

Mr. Betz. Could you tell me the number of your bill, sir? 

Oh, I have one here. Thank you very much indeed. Will you 
let me study it? 

Mr. Poagp. I want you to. 

Mr. Bett. I will write you on it. 

Mr. Poacr. And please understand that I am not trying to tell 
you that it is the answer to everything, but I am just bringing in 
here to suggest I think when you are talking about these long-range 
programs, you ought to at least have that in mind while we are talking 
about it. 

Mr. Garurnes. I think that is proper. 

Mr. Betz. A half billion yards a year can and often does spell the 
difference between a good year and a bad year for the cotton textile 
industry. The impact is the greater when we consider that in markets 
for specific items Japan is shipping us not a general average of about 
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2.5 percent but as high as 40 percent of our annual production in 
the particular categories. 

Let us look briefly at some of those market divisions. 

In 1952 imports of countable cotton cloths from Japan were 6.5 
million square yards; in 1953, up to 33.2 million; in 1954, 49.5 mil- 
lion. For 1955, in the absence of complete United States statistics, 
we cite Tokyo reports placing total shipments of piece goods at 
140,289,000 square yards, of which they claimed about 20 million 
yards was here for transshipment to Indonesia. That shows the 
progressive rate on that, the same thing that happened back in the 
early thirties. 

Japan’s projected 1956 business with us in this area is stated to be 
150 million square yards, but I believe that, included in that was they 
proposed some 7 million yards of velveteens. Beyond these are added 
quantities of other goods. 

In cotton velveteens, Japan shipped us 64,000 yards in 1954, but 
they shipped a much larger quantity, several million, under another 
tariff chides which covered waterproof goods. It was a loophole 
for them because the tariff rate on that was 1214 percent, as against 
31 percent on the velveteens. However, nearly ¢ million yards in 
1955. This has cost many jobs. I believe Mr. Harold Richmond is 
going to testify on the velveteen situation a little later. 

In sheets and pillowcases, 10.6 million units were imported from 
Japan in 11 months of 1955 against 1.3 million in all of 1954. Some 
firms making these print cloth pillowcases, which is a major item 
coming in under that tariff ee tell us they have lost as much 
as 40 percent of their business to the Japanese competition. 

Towels, chiefly kitchen, have rolled up 18 million units in 1955 
from 12 million in 1954. 

For several years Japan has preempted an important part of the 
cotton table damask market, forcing our mills from this area, and 
from 3.5 million pounds in 1954 have increased their hold to above 
4 million pounds for 1955, and contrariwise, the table damask pro- 
duction in this country that was about 30 million yards in 1948 is 
down to 13 million yards this year. 

Sheets, towels, and damask imports from Japan are equivalent for 
1955 to more than 34 million yards of goods. They are usually not 
included in the Government figures, but just come in as these com- 
modities, and it is forgotten that they involve a lot of yardage also. 

Of sigal importance, striking both at the garment workers and the 
textile industries supplying that trade, $13 million worth of cotton 
wearing apparel brought in in 1955 for the 11 months through Novem- 
ber against only $877,000 worth in all of 1954. In November the rate 
was a little over $2 million a month, whereas, as I say, in 1954, 12 
months’ shipments were less than a million. 

Three million dozen cotton blouses came in in 1955 against 184,000 
dozen the previous year, and over 214 million dozen are stated to be 
under contract for shipment during the first quarter of 1956, and that 
we figure is equivalent to around 60 million yards of cloth. 
aan shirts show 465,000 dozen against 180,000 dozen in all of 

954. 

Special interest attaches to ginghams. Japan, concerned by criti- 

cism. of the print cloth shipments here, turned to ginghams in 1955, 
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In 1954 they had shipped us a total of 6 million yards. By July 
1956, they. were shipping at the rate of 3 million yards a month. 

In December alone they shipped 10,767,000, and the total for the 
year, according to the Japanese reports, is very close to 47 million 
yards. They are stated to have 80 million yards under contract for 
the first half of 1956. 

Our gingham mills are at a crisis from competition of goods par- 
alleling all too exactly their own lines, and at ruinous prices. eir 
constructions have been duplicated and their patterns have been 
copied. 

was told by one house the other day that a firm of Japanese im- 
rters had offered to. supply his patterns to a merchant there, and 
he said he would confine it to him for the American market. 

Here is a clear instance of the facility of switching this business 
from one fabric group to the other. Should gingham mills win an 
escape-clause move, with all of its delays—and they are preparing 
one now—to what segment would Japan then devote its devastating 
competition ? 

I howe been told by people who have observed the Japanese scenes 
that in any area of our market, if they desire to concentrate, they can 
come in and take over the whole market at prices that cannot be met 
here, and this by technical mill men who are very well qualified to 
appraise the situation. 

As illuminating material to the above record, and due to the short 
notice of this hearing, we should like to introduce, which I have 
already done, an exhibit of a statement we made on January 18, which 
summarized some consular reports from Kobe and other public re- 
ports covering chiefly apparel and household goods and gingham. 

To the cotton grower, the inflow of cotton textiles into the United 
States from low-wage countries presents a threat of ultimate disaster 
to his best and only guaranteed market. Average annual consumption 
of cotton in the United States has risen to 9,200,000 bales. Exports 
have dropped to the neighborhood of 3 million. 

It is one of the tasks of your committee to devise ways to recover 
some of our lost export markets for cotton. It will, however, do the 
cotton farmer no good, if, while seeking the strayed export horse, the 
barn door is left open and his dependable domestic steed or his team 
is also stolen. 

Whatever the export result, the fact is that the American grower has 
this 9 to 10 million-bale home market as a monopoly from his Govern- 
ment. Over 98 percent of all the cotton used here 1s American cotton. 
Of the grades and staples comprising 96 percent of the American crop, 
only 29,000 bales may be imported under the quota now in effect. 

Cotton mills must use and pay the price founded on Government loan 
levels for American cotton as they are denied access to foreign-grown 
fiber. Mills here sell 92 to 95 percent of their own product in the home 
market, and prior to the present avalanche of Japanese competition 
have found no fault with the cotton arrangement. 

The only exception has been the need for adjustments to sust~in our 
export position, for we are a surplus-producing nation in textiles even 
as we are in res to raw cotton. 

The hole in the dike around the domestic market for raw cotton is 
the lack of quotas on cloth. Low-cost countries, such as Japan, proc- 
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ess cotton into semimanufactured or manufactured goods, and in this 
form foreign cotton enters the country with impunity. 

The half billion yard loss of textile business, 250 million yards of 
it to Japan in the home market and 250 million lost in recent years in 
export, is equivalent to 300,000 bales of cotton, a considearble item 
either from the standpoint of grower sales or Government loan ac- 
at The loss can be far greater unless this loophole is 
closed. 

It is true that Japan has been our leading overseas customer for 
American cotton, although a small one compared with our own mills. 
It is not true that J apan’s purchases of cotton here are related to her 
sales of cloth to this country. In 1955, her largest year of sales of tex- 
tiles and their products to us, she has steadily diminished her con- 
sumption of American cotton and increased her consumption of 
cheaper foreign cotton. 

We offer here as an exhibit for the printed record an analysis dated 
November 25, 1955, by J. L. Severance of our association, of trends 
in raw cotton consumption in Japan, which estimates that of 148,000 
bales of cotton shipped here from Japan in 1955 in the form of textiles 
and their products, 69,000 bales equivalent would have been made of 
foreign, not American, cotton. 

We add to this that in October and November, Japan was down 
from an earlier figure of 40 per cent American to 25 per cent, and that 
the foreign cotton content of goods which came in here last year 
probably was greater than estimated. Remember, too, that the cot- 
ton quota fixed by law is only 29,000 bales. 

It is clear that Japan will buy its cotton from the cheapest supplier. 
If American cotton is made competitive with foreign growths, Japan 
will buy it. If not, she will buy elsewhere. Her choice of cotton is 
proved to be uninfluenced by the quantities of textiles shipped: to 
countries of raw cotton origin, whether the United States, Mexico, 
Brazil, or others. 

Here shipments of cotton textiles to Mexico and Brazil have been 
almost negligible. 

Again, we ask the sufferance of the committee that there be added 
to the record as an exhibit covering these and other points on cotton a 
statement of our association’s board of directors, dated January 12, 
1956, appealing to the Secretary of Agriculture for quotas under 
section 22, Agricultural Adjustment Act, as reenacted and amended. 

Gentlemen, the bills before you provide for quotas on imports of 
textiles. We strongly urge you to adopt such quotas. The seme 
of limiting the quota to 150 percent of the 1954-55 average of imports 
is, we believe, eminently fair in the light of historic entries of foreign 
goods into this country. It is most necessary that such quotas be set 
by products. 

Were low-wage countries to be allowed to devote their entire quota 
to 1 or 2 fields, such as all or largely print cloth, or gingham, or shirts, 
or blouses, the destruction of individual segments of the business 
could be great. The quota should spread the impact over the major 
categories of base-period imports. 

Enactment of such a quota is a prime necessity to our cotton pro- 
gram. The gap must be closed as a first step to reserve to the cotton 
grower this all-important home market for cotton, while assuring a 
healthy textile industry freed from this unfair competition of low- 
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wage goods. It must be closed if American cotton is sold for export at a 
lower price than is maintained at home, even as it now is on a limited 
scale. Adequate provision must be made to offset the disadvantage 
to our own textile export trade resulting from any two-price system. 

In the process of regaining what we may of our cotton export trade, 
we must not lose the main reliance of the cotton grower, the home 
market, a market which is growing, ready for new expansion, sustain- 
ing the great part of our cotton economy today, and capable within 
the foreseeable future of notable gains in the consumption of cotton. 

Mr. Garutnes. What is the reasoning behind taking the average of 
1953 and 1954, those 2 years? Were they ordinary reasonable years 
in imports ¢ 

Mr. Betu. They were, because the only base that you could have for 
a quota that I know of would be a historic base of some period in the 

ast. 
m Mr. Gatuines. Why don’t you just say 1950-51 ? 

Mr. Bex. Well, because the imports at that time were very, ver 
small, and we wanted to give them some sort of a break. I don’t think 
anybody in the industry is asking for an embargo on Japanese goods 
or any other goods. 

Mr. Garuines. I would like for you to explain why 1953 and 1954. 
You are doing a good job of it. 

Mr. Bewx. 1954 was a year of large growth in Japanese textiles, and 
we started this campaign a year ago, don’t forget that, and we knew 
what was going to come in 1955, but we could only tell the people in this 
administration, and they pooh-poohed us and belittled us, and said, 
“Well, you are not hurt at all.” It is only, what do they say, less than 
ons of 1 percent of American production, how can that hurt 
an : 

ell, actually it has just grown by leaps and bounds. 

Look at this blouse business, from $877,000 worth in 1954 to $15 
million worth in 1955. Even we did not expect that in the manufac- 
ture of cotton blouses, and you know how many cotton blouses are 
made in the United States. I believe the total is slightly over 9 million 
dozen a year, and that is a good sized year for them, so that the 
Japanese blouses, 3 million dozen, that is a third of the whole pro- 
duction of the United States. 

Mr. Gatruines. This 150 percent of these 2 years is, it looks like 
to me, a liberal figure. 

Mr. Beit. We thought so at the time we proposed it. 

Mr, Garuines. How many bales of cotton would that amount to? 

Mr. Brut. I can’t tell you that, I don’t know. I believe it would 
amount in cloth, I think it would amount to about the equivalent of 
100 million square yards of cloth. 

Mr. Garuines. Mr. Abernethy ? 

Mr. Anernetuy. What would it amount to in yards, quantity, any 
quantity, as compared with any given period? Would it be more or 
would it be less! 


Mr, Bei, It would be more than any single year, I think, except 
perhaps 1936. 

Mr. AsernerHy. Would it be more than any 2 years combined, any 
other 2-year period, contiguous 2 years? 

Mr. Beitu. Except for 1955, I think so. 

Mr. Avernetuy. That is what I mean, of course. 
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Mr. Beuu. But may I say that there were some very large quantities 
of bleached goods. 

Mr, AsernetHy. But under no circumstances would it, cut them 
aaeee a quantity less than any other given 2-year period prior to 
1955 

Mr. Bett. I think that is right. 

I can’t say categorically.. As far as dollar value goes, it would be 
far in excess of any other period. 

Mr. Gatuines. Along that line I have here a letter written by 
Chairman Cooley to Mr. M. Y. Cooper, vice president and, treasurer 
of the Harriet Cotton Mills, Henderson, N. C., and it sets out some 
figures here that should be incorporated in the record. Chairman 
Cooley says: 

During the present year, I had occasion to discuss the matter again with Mr. 
Marion F. Rhodes, Director of the Cotton Division of the United States Depart- 
ment of Agriculture. I understand that in 1954 the quantity of cotton products 
imported amounted to the equivalent of 84,000 bales of cotton, and in 1955 this 
figure jumped to 170,000 bales. 

Since you mentioned that, I talked to some gentleman in the foreign 
agriculture service, and he told me the other day it amounted to 150,000. 

Mr. Jones. He says 170,000. 

Mr. Brut. I think it is likely to be more than that. Al the figures 
for 1955, the United States Government figures are about 60 days late. 

Mr. AsernetHey. Anyhow the argument is this: That it doesn’t 
amount to but 150,000 bales and it shouldn’t hurt you? That is the 
substance of the answer that you get. 

Mr. Betz. Yes. 

Mr. Apernetuy. That is what I got. 

Mr. Beux. Yes, that’s right. 

Mr. Asernetuy. Now, what does it amount to when you compare 
the one item, let’s say shirts, what does it amount to in the shirt 
business ? 

Mr. Bet. I just mentioned the fact on the blouses—— 

Mr. Asernetruy. You know they make a lot of shirts down in my 
country. 

Mr. Bet. The shirts have increased substantially, but not any- 
thing like the ladies’ blouses. 

Mr. Apernetuy. What does that amount to, ladies’ blouses, per- 
centagewise ? 

Mr. Bex. Ladies’ blouses which were brought in, 180,000 dozen. 
That is around 2 million units. They have increased to 3 million 
dozen this year, which is 36 million units, and I just cited the fact 
that their production of cotton blouses by American apparel manu- 
facturers this year is slightly over 9 million dozen, or 108 million units. 

Mr. Asernetuy. Did you say the ceiling on the importation of raw 
cotton is about 29,000 bales ? 

Mr. Brut. That’s right. 

Mr. Asernetuy. So the ceiling doesn’t amount to anything. 

Mr. Breuw. May I explain that, too. That is only on the kind of 
cotton that is used in the main in American mills, because there is a 
special quota on Egyptian cotton, and there is also a special quota 
on harsh cotton that is brought here. Did you know that the Soviet 
Dnion has a quota under that 29,000 bales? 

Mr. Asernetuy. I am not surprised. 





COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 63 


Mr. Bett. And so does Communist China. Not much, less than 
a thousand bales, but they are down. 

Mr. Aperneruy. So the ceiling on the importation of raw cotton 
is being avoided and circumvented by bringing in the finished 
garments. 

Mr. Bewy. Yes. 

Mr. Apernetuy. So there wasn’t much point then in having a ceiling 
on raw cotton. 

Mr. Betx. Well, there has been some discussion in Japan that they 
are proposing to make the exporter of goods to this country certify 
that he is using American cotton. 

Mr. Anernetuy. Would you state again what percentage of the 
Japanese goods that are being shipped in is made of American cotton 
and about what percentage is being made of foreign grown cotton ? 

Mr. Bex. That has varied, of course. We can’t tell of the goods. 
We can only tell the percentage of consumption by the Japanese 
mills, which is now down to around 25 percent. Twenty-five percent 
they are using of American cotton, whereas of course back in 1946, 
I think they used about 90 percent American cotton, because we were 
inaking it very easy. 

Our industry also helped to provide the means to set up a credit 
system so that the Japanese could get cotton from this country. We 
had a mission go over there, and recommended it to Congress. 

Mr. Apernernuy. That is all, Mr. Chairman. 

Mr. Garuines. Mr. Jones. 

Mr. Jones. I have 1 or 2 questions, please. 

Of course, you are representing the American cotton textile manu- 
facturers ; is that right? 

Mr. Berx. No, I am representing the Association of Cotton Textile 
Merchants of New York. 

Mr. Jones, Cotton Textile Merchants? 

Mr. Bex. Yes, we are a functioning group in the marketing of 
cotton textile products, as made by the cotton mills in the country. 

Mr. Jones. Does that include any textiles that have some syn- 
thetics blended with the cotton ? 

Mr. Betx. Oh, a number of our firms sell synthetic textiles. 

Mr. Jones. What I am getting at is how much cotton do you think 
has already been either displaced or replaced by the synthetics in 
the manufacture of your products, of the people that you are repre- 
senting? Can you estimate that? 

Mr. Betz. I couldn’t estimate that, because in some cases it is 
replacement, in some cases, take for instance—you see, our people— 
there are not many tire fabrics made today. That has been displaced. 

Mr. Jones. Almost entirely with rayon and nylon? 

Mr. Betu.: With nylon and high-tenacity rayon, but that is more 
of a subsidiary operation of the tire companies. 

Mr. Jones. What I was thinking about is we buy some cloth that 
has some nylon woven into the cotton. 

Mr. Betx. That’s right. 
aaa Jones. Some of the firms you represent do that too; don’t 
they 

Mr. Betz. Oh, yes, blends of dacron and cotton have become very 
popular in shirts. 
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Mr. Jongs. What is the main thing that is causing that to come 
about? Is it price or is it the consumer demand, is it the appearance, 
the launderability, or what is the main thing now that causes that ? 

Mr. Bexu, I think it is really style and fashion in large part. I 
think for a number of these uses some of the synthetic fibers have 
qualities that make them desirable. 

Mr. Jonxs. How about price, price-wise ? 

Mr. Betz. Well, sometimes it seems to me that even where we 
have a disadvantage in price, the cotton product is preferred. It has 
been in women’s dresses, clothing, for the last year or so. 

Mr. Jones. I have noticed that in, say, the use of a nylon or a 
dacron shirt, when those first came out they seemed to have been 
quite popular, and now I notice the way that prices have been cut 
in retail stores, evidently due to the experience that the wearer has 
had, that he is again showing a preference for cotton. 

Mr. Bett. I don’t think rayon ever worked out very satisfactorily 
certainly as business shirts. They have gone into sports shirts. 

Mr. Jonzs. After a fellow bought one and laundered it, he doesn’t 
buy another one of the rayon I am talking about. 

Mr. Bex. And the all nylon I don’t think has been too satisfactory 
either. 

Mr. Jones. One other question now. 

Do any of the firms that you represent—in other words, your firms 
are marketers of the products of the mills——— 

Mr. Betx. That’s right, made by the mills. Some of them are inte- 
grated with the mills, in other words as owners, as a firm such as 
Stevens. 

Mr. Jones. What I am trying to get at is this. Do any of those 
firms have a financial interest in other countries in factories produc- 
ing this same type of material ? 

Mr. Betx. I don’t believe any of the firms in our organization do 
have, although there are very few firms that have established branch 
offices abroad or branch mills abroad. I think Burlington did have 
= operation in Venezuela, but whether they have that now I don’t 

10W. f 

Mr. Jones. What I am trying to get at, we do know that many of 
our cotton producers in this country do have interests in other coun- 
tries. 

Mr. Betz. Yes, sir. 

Mr. Jones. And they have profited by the 7 price here. 

Mr. Bet. Yes, sir. That is just the thing. don’t scare easily. 
I have been in the cotton-textile business for 44 years. 

I say I don’t scare easily, but I am just so afraid that with the ex- 
treme benefits that they have in cost of operating a textile plant in 
Japan, and investment is going to flow there and away from our 
communities in the South and in New England, flow over there if the 
Japanese would let them. 

Mr. AnernetHy. You mean benefits or advantages? 

Mr. Bett. Advantages that they have in producing textiles, cost 
advantages. 

Mr. Jones. What I am getting at is this. I know that Mr. Poage’s 
bill is not under consideration here, but at the same time I would 
like to ask you for your opinion about this. 
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Would it not be logical for those people who have interests in this 
country producing cotton, who also have an interest in other countries 
producing cotton that might be opposed to Mr. Poage’s bill, whereas 
it might have some advantages to the American producer here, be- 
cause he would be able to sell his cotton here, and let this differential 
be made up with the excise tax, and still it would put the fellow who 
was producing his cotton in other countries, it would put him under 
that same level, and would make him more competitive with himself 
here at home, and he is at the present time enjoying a support in a 
foreign country and he is trying to maintain this situation which is 
reacting so unfavoraably toward the American producer. Don’t you 
think that. would come about? 

Mr. Beiu. I am not too sure about that. I would like to study that 
bill a little bit more before I make a statement. 

Mr. Jones. I understand that. We don’t have it here, but to me I 
think that as Mr. Poage and others have brought out here, we are 
facing two competitive operations. 

One is your foreign cotton, and the other is our synthetics here at 
home, and we are going to have to meet both of those. 

And the very fact that we are using so many synthetics now in 
connection with our cotton as well as those seathedioe which are 


actually replacing cotton, as you mentioned about the tire fabrics, that 
we have got to meet both of those things before we are going to 
get this problem solved. 

Mr. Beti. Of course. Anybody that is making synthetics, operating 
synthetics, has to operate under the laws here of this country. As a 
matter of fact, the course of the development in the J penne industry, 


I think that there will be synthetics goods coming in here before very 
long of all kinds, because their trend is more and more to the develop- 
ment of their synthetic industry. 

Mr. Jones. That is all, Mr. Chairman. 

Mr. Gatuines. Thank you very much. Do you have any questions, 
Mr. Johnson ? 

Mr. Jounson. I think you mentioned that the Japanese mills are 
using about 25 percent American cotton now. 

Mr. Beuzt. I am not sure that I have the last figures here, but 
approximately that. 

r. Jounson. Do you know what percent of the manufactured 
goods is coming back to this country, I mean of their total manufac- 
tured goods ¢ 

Mr. Beit, Of Japanese? 

Mr. Jonnson. Of their total output. 

Mr. Beuu. The last figure I saw, we were the No. 1 market for 
the Japanese cotton goods, and it was about 15 or 16 percent of 
their total exports. Is that what you mean? 

Mr. Jonnson. That is what I was trying to get at. They are 
using 25 percent American cotton. I wondered if they were sending 
back more than 25 percent of the finished product to this country. 

Mr. Beuu. There is no way to tell that. 

Mr. Jounson. No way to tell it? 

Mr. Bett. No. 

Mr. Garuines. Thank you so much, Mr. Bell. 

Mr. Beix. Thank you very much. 
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Mr. Garuines. In view of the fact that there are several of your 
industry group here, and Mr. Jackson will be on tomorrow, suppose 
we try to shift about a little and have some of the producer groups 
come in now, we can keep you all together toward the end of the day, 
and Mr. Jackson can follow tomorrow morning. 

Suppose Mr. Adams, you come around at this time. We are glad 
to have you. 


STATEMENT OF H. R. ADAMS, EXECUTIVE VICE PRESIDENT, 
AGRICULTURAL COUNCIL OF ARKANSAS 


Mr, Apams. This statement is made in behalf of the Agricultural 
Council of Arkansas, a nonprofit organization affiliated with American 
Cotton Producer Associates. Our testimony is in support of and 
in addition to that of American Cotton Producer Associates. 

We appreciate the opportunity to again appear before this com- 
mittee to we te the thinking of our members in the light of recent 
proposals which have been suggested to alleviate the plight of the 
cotton industry. While this testimony will be directed to legislation 
as contained in H. R. 8658, we will also express our views with respect 
to the long-range picture of the cotton industry as a whole and the 
cotton producer in particular. 

First, we would like to pose a question which is now in the minds 
of many. How much longer can cotton be grown in the United States? 
Is American cotton a doomed industry ? 

The facts as presented to us by economists and cotton marketing 
specialists clearly indicate that not only cotton producers but the 
entire industry are now at the fork of the road and the direction they 
take from here may well decide their survival or extinction. 

We have been told that foreign cotton production, financed by 
American capital and aided by American technical assistance, has 
expanded so rapidly that within the near future no United States 
cotton will be needed. 

Our export market averaged 5 million bales in the 3 years ending 
August 1, 1952. It dropped to an average of less than 3 million the 
next 3 years, and the current estimates for this season seem to center 
at about 2.3 million. 

During this time the American cotton farmers reduced their acres 
planted to cotton from 28,195,000 in 1951 to their present allotment in 
1956 of 17,391,314 acres. It seems to us that the reduction in American 
planted acres has acted as a barometer for foreign production. 

Formerly when the United States supplied the greater volume of 
cotton moving into foreign markets, it set the price range around 
which smaller producing countries fluctuated. In any kind of mar- 
ket, a small producer has a better chance of increasing immediate sales 
by cutting his price than the big fellow who is the primary influence 
in making the whole market. But in recent months, as foreign prices 
have moved far below our price and our export volume has dwindled 
to where we are not an important factor with respect to price setting, 
it appears for the first time in history that foreign countries have been 
primarily competing with each other. 

As we see it, the picture for domestic consumption of cotton in 
the future under present conditions is also not bright. Although 
this Nation has had a period of tremendous growth in population and 
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per capita spending, the total demand for cotton has shown no tend- 
ency to expand. While all fiber consumption has not kept pace with 
increased consumer spending, the unhappy story of cotton’s competi- 
tive losses to other fibers is well known. Another source of competi- 
tion just recently developed is the rayon-cotton blend. It has been 
discovered that cotton is good enough in quality that for many im- 
portant uses it can tolerate a certain percentage of rayon without any 
immediate threat to the domestic cotton market is the rapidly increas- 
ing imports of foreign textiles and gray cloth which are selling at 
prices with which domestic mills are unable to compete. 

The serious competitive losses already experienced and those fore- 
cast ahead, in both the export and domestic market, do sound like the 
voice of doom for the entire cotton industry ; however, we feel that it 
need not be so, Cotton is still the best all-around fiber that the world 
has ever known and we believe there is a strong preference for United 
States quality cotton. But action must be taken at once. This is not a 
small flame but a three-alarm fire that is going to take all branches of 
the industry and Government to prevent a major catastrophe. 

We feel it should be apparent to everyone concerned that the im- 
mediate objectives to be accomplished are : 

1. Reduce production in line with current demand. 

2. Sell present surplus cotton held by CCC at competitive prices for 
export in order to— 

(a) Slow down the planting of foreign acres to cotton; 
( 3} Regain our historical share of the foreign cotton market ; 
an 
(ce) Stabilize foreign market prices by establishing a sound 
competitive price policy. 

3. Protect domestic mills through equitable import quotas. 

4, Establish a minimum acreage allotment to small farm families 
so they will not suffer undue hardship. 

National acreage allotments and marketing quotas are designed to 
bring production in line with demand, with a reasonable reserve. We 
believe they will accomplish this purpose in the long run. The fact 
that farmers, when acres are reduced, plant their best land and use 
better production practices is, in the opinion of many, a healthy situa- 
tion. The desirable objective of lower production costs can only be 
accomplished in this manner. 

No. 2 is one of the objectives of H. R. 8658, which we are supporting. 

Mr. Garutnes, 8658 and 8659. 

Mr. Apams. All right; I accept that. 

The success so far experienced by the Commodity Credit Corpora- 
tion under its limited sales program is an indication of what can be 
done if you try. We understand that so far some 616,339 bales have 
been sold. We have been told that the sale of additional cotton had 
been blocked at the executive level on the basis, we presume, that the 
welfare of foreign countries is paramount to that of the American 
cotton farmer. 

Regarding No. 4, which is also a part of H. R. 8658 and 8659, we feel 
it is only right and just to allot sufficient acres to small farmers to 
afford them a living. 

We do not have late figures on how many additional acres this would 
take, but last year I think it was estimated at 257,844 acres which 
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would be distributed to 218,384 farms. This would allow an average 
of a little over 1 acre to a farm. 

According to the United States Department of Commerce there 
were 37,354 fewer farms in Arkansas in 1954 than there were in 
1950. The reduction in this size farm amounted to 30,884. 

Mr. Garutnes. Could I ask you a question right there? 

Mr. Apams. Yes, sir. 

Mr. Garuines. You take up the number of acres that would be added 
to the farms, that is bearing in mind the 257,844 acres would be dis- 
tributed to 218,384 farms. Now, I wondered what about the State 
of Arkansas, how much would be required in the State of Arkansas 
to take care of a 4-acre minimum as set out in the bills. 

Mr. Apams. I don’t recall the figures on our State. In fact, I don’t 
know whether they were given or not. Maybe they are here. 

It is a table that was prepared for this committee. Let me see. Yes; 
you have 5,054 acres je 4,252 farms. 

Mr. Garurncs. What about the production on those farms? Where 
are they located geographically is what I am getting at, Mr. Adams. 

Mr. Apams. Well, I think they would be mostly in the area that had 
been gradually going out of production of cotton. 

Mr. Garutnes. If this 1 percent were added, which would be some 
one-hundred-eighty-odd thousand acres passed on down to the various 
cotton growing States, in bales what would the amount be ? 

A val Apams. I haven’t figured that out. It wouldn’t be too many 
pales, 

Mr. Gaturneas. It wouldn’t 

Mr. Apams. I don’t think it would go in your high-production areas. 
I don’t believe it would. It would not in our State, I don’t believe. 

Of course, we may have some of them in some of our higher produc- 
tion areas, but as far as the State of Arkansas is concerned, on distribu- 
tion of our State and county reserve, we did not have too many com- 
plaints in the last 2 years, as you all know. We have had some. 

Of course, you always find some inequities, but I think we have 
pretty well taken care of most of our farms in our own particular 
State. That may not be true in every State. 

Mr. Gatutnes, But, in any event, it would not add a great number 
of bales. Yet at the same time it would help an awful lot of people who 
grow cotton. 

Mr. Apams. I think it would. 

Our testimony so far has been confined to the objectives of H. R. 
8658 and 8659, which we feel is a must for a short-range project. How- 
ever, we realize that for the long-range pull United States cotton must 
be sold on a quality and price basis abroad and reasonably competitive 
with synthetic fibers at home. The history of other lines. of endeavor 
would seem to indicate that sooner or later, if we expect to stay in 
business, cotton in the United States will have to be produced by those 
who can do it in the most efficient and economical manner, operating 
on a near-capacity basis. 

In the meantime, a great deal of help will be needed during the 
transition period. It will probably be necessary to work out. an inter- 
mediate plan to serve while working toward the most desirable objec- 
tives. 

A two-price system may be the best first step. Our organization 
and American Cotton Producer Associates are now studying several 
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such plans which have merit. We doubt if the soil-bank and acreage- 
reserve programs will be of much benefit in accomplishing the main 
and final objectives. In our opinion, it is essential that acreage allot- 
ments and marketing quotas, also the commodity credit loan program, 
be continued for any marketing program to be successful. 

We are opposed to a dollar limit on price-support loans for cotton. 
It has been repeatedly stated that the purpose of commodity credit 
loans as applied to cotton were available in order to permit cotton to 
be marketed in an orderly manner. 

Farmers in the past have been urged to take advantage of the loan 
to avoid price-depressing dumping at harvesttime. If there is a dollar 
limit placed on loans only those few falling into this class will have 
the advantage of price support and the remainder of the crop must be 
dumped at whatever price it will bring. 

With respect to cotton, we would oppose any change in the present 
law which gives the Secretary of Agriculture authority to make adjust- 
ments for differences in grade, type, staple, and quality. We are 
agreeable to amending section 403 of the Agricultural Act of 1949 so 
that the standard for cotton will be the average grade and staple, 
providing the level of support price for the 1956 crop as based on 90 
percent of parity. 

Mr. Poaar. You would let it drop in 1957 ? 

Mr. Apams. Mr. Poage, that was the agreement that we had. We 
have agreed that if we took this 3-cent drop, that is for the average 
grade in staples, that we should at least be guaranteed that much for 1 
year anyway. We don’t know what is going to happen, it might be 
another program going ; I don’t know. 

Mr. Poace. You mean that you took that as the better of two evils. 

Mr. Apams. Yes, sir. 

Mr. Poace. Well, I agree with you it is much better than letting it 
drop this year, because to let it drop this year, of course, would be a 
complete repudiation of a contract made with farmers of the United 
States when they voted to restrict their acreage in order to have sup- 
port of cotton, and cotton was defined as vegetable fiber seven-eighths 
of an inch long. 

Of course to change that definition you might just as well say that 
you would support the price of wheat, but you were going to require 
72 pounds to a bushel instead of 60, because it is just ais loigibal and 
still you could just define a bushel of wheat as being 72 pounds and 
you ¢an maintain your support at so much per bushel, but a bushel 
won’t be what it was in the past. 

All that is proposed to do here is change the definition of cotton. 
They are going to give us anything else other than what we have. 
This has not anything in the world to do with the quality of cotton. 

Mr. Apams, That’s right. 

Mr. Poser. It has been sold to the American public under the com- 
plete misrepresentation that it was intended to produce a better 
quality of cotton. 

Now, how do you propose a better quality of cotton by reducing 
everybody’s price. And that is everybody’s price whether he is pro- 
ducing an inch and an eighth, he gets just as much reduction as the 
man who is producing thirteen-sixteenths does. 

Mr. Apams. Some of them don’t understand that, either, Mr. Poage. 
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Mr. Poaar. No, I don’t think they do, simply because the President 
came down here, and I don’t think he understood it. I don’t think 
he has any idea what seven-eighths inch cotton is. 

He says down here we want to produce good cotton. So do I, in 
spite of the fact that my State produces some that isn’t so good. But 
I think it is highly desirable to pay a premium on good cotton. 

I think we ought to produce what the trade wants rather than what 
somebody else wants. But we tried to tie this to what the trade wanted. 
We make the differentials here dependent upon what the trade made. 

Now, I realize that there is some lag, and I realize that. when you 
have had 3 years of controls, that you don’t have as vivid a reflection 
of the trade demands as you did the first year that you have controls, 

Mr. Apams. Mr, Poage, we are more concerned about the surplus 
of an inch and a sixteenth than we are—— 

Mr. Poaex. Certainly, because you have more of it, and it ap- 
parently isn’t selling as readily as the shorter staples, so that it hasn’t 
a thing in the world to do with the quality of your cotton. 

It is simply a scheme, and I want to say this for the record, it is 
a scheme to get Mr. Benson off the hook. He has always wanted to 
reduce the support price on cotton, and at the same time tell the farmer 
that he wasn’t doing it. He has wanted to cut his price and maintain 
the friendship of the people that he robbed at the same time. 

Now, this is the slickest scheme I have ever seen, to do it. He goes 
out and tells the farmer, he could say, “I am still going to give you 90 
percent, I am going to give you 90 percent,” but he will give him $14.25 
or approximately that less per bale or approximately what we now 
figure around 80 percent of parity, something like that, 81 percent of 
parity, possibly, on present parity, 90 percent of a smaller apple. It is 
a fraudulent scheme, and as far as I am concerned, I am not going to 
have any part of it either for 1956, 1957, or any other year, if I, can 
prevent it. 

Mr. Apams. Mr. Chairman, I have an article here which is by Fran- 
cis G. Hickman, editor and publisher of the Cotton Trade Journal, 
who, as you probably know, spends a great deal of his time in Europe, 
and this bears the dateline of January 20. He is over there now. 
And the title of it is “Rising Buying Power Helps German Mills.” In 
the interest of time I am not going to read it. 

Mr. Garnines. You may read part of it if you want to. 

Mr. Apams. The substance of it, Mr. Chairman, is that the cotton 
textile industry in Germany is on the rise. In fact, it says here that 
they have increased the price of their cotton print cloths by 3 
cents. And most of their cotton now is being bought from Mexico, 
and that they would like to be able to buy some of this cotton out of 
our loan, but their spindles are not set up for this short cotton, and if 
they could get some of this long cotton out of the loan, they would 
like to buy it. That is the substance of it. 

Mr. Asernetuy. They can get it if the Department will sell it 
to them. 

Mr. Apvams. That’s right. 

Mr. Azerneruy. It is just a matter of the Department selling it 
to them. 

Mr. Garurneos. But there is a demand for longer staple products. 
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Mr. Apams. Yes, sir. He says that Germany would buy it if it was 
available. And the price differential right there, I believe, he said was 
pretty close to 614 cents a pound between Mexican cotton—81% cents 
a pound between comparable Mexican cotton and our cotton. 

Mr. Garurines. Without objection that will be put in the record at 
this point. 

(The article referred to above is as follows :) 


{From the Cotton Trade Journal, February 3, 1956] 


Ristne Buyine Power Heirs GERMAN MILLS 
(By Francis G. Hickman, editor, publisher, Cotton Trade Journal) 


FRANKFuRT, January 20.—‘The German textile situation, compared with the 
rest of Europe, can be described as good,” said a spokesman for the German 
cotton textile industry here today. The volume of business is up, with sizable 
unfilled orders, but the spinners complain about prices. 

During November the workday production reached an alltime postwar high. 
With stocks lower than is customarily found and with low yarn inventories, the 
future outlook is also good. 

This optimistic tone, I am told, can be attributed chiefly to the rising buying 
power of the public. One finds the knitting industry, for example, operating 
above average and there is a shortage of cotton prints, caused by the high de- 
mand in women’s wear. The cotton printers have raised their prices 3 percent 
since the first of the year. 


UNITED STATES DOESN’T SHARE 


American cotton, however, has not been sharing in the good demand for raw 
cotton. Our of last season’s total cotton imports, which amounted to 263,000 
tons, imports from the United States were only 83,000 tons, or approximately 32 
percent of the total. From August through November this season, Germany’s 
total cotton imports have been 82,000 tons. Of that total, United States cotton 
accounted for only 7,200 tons, or 9 percent. On the other hand, imports from 
Mexico last. season were 30,000 tons, or 11 percent of German imports, and the 
first 4 months this season Mexican imports account for 22,800 tons, or 28 percent 
of their cotton imports. 

Percentagewise, imports of American cotton to Germany dropped from 69 
percent for the year 1950 down to 35 percent for 1954. Local statistics show 
imports for January through September last year of United States cotton repre- 
sent, only 27 percent of Germany’s total of that period. 

During these same years mentioned above, the percentage of Mexican imports 
has risen from nothing in 1950 up to nine percent in 1954, and during the period 
January through September last year, up to 12 percent. 


8.5 CENTS UNDER UNITED STATES 


With respect to longer growths, I saw Mid. 1-1/16’’ Mexican, good character, 
quoted at DM 3.06 per K. against Mid. 1-1/16’’ Orleans-Texas, DM 3.79. This 
means: that such Mexican growths can be bought at 73 pfennings per K., or 
about 8% cents per pound under United States cotton. 

Germany isin a position to take a sizcable lot of the one million bales of short 
cotton now being offered by the United States Government, but there is a limit 
to her needs. More German mills would like to take advantage of this cheap 
cotton but they are not inclined to switch their machinery over. Their produc- 
tion cost has been figured on longer staple. To switch over would incur increased 
production cost. 

It is interesting to see the gain in synthetic fiber in this country. During 1955 
the production of chemical fiber increased 17 percent over the preceding year. 
German exports of chemical fibers rose 50 percent, so most of the rise went for 
export. The price of filament fiber, however, was lowered to meet foreign com- 
petition. There has not been sufficient nylon or perlon or new fiber production 
to satisfy domestic demand. Asa result, Germany has been importing an average 
of 110 tons of new fiber a month. 
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CONTINUES TO IMPROVE 


It is apparent that the economy of this country continues to better. One sig- 
nificant development was’the recent stand by labor. The unions’ woke up to the 
fact that their organizations had been infiltrated by Communists. As a result, 
the heads of many local unions were discharged. 

Since the subject of a German army has been under discussion now for the 
past 5 years, the legislation setting up a new German army did not meet too 
great an opposition. Its economic effect has not yet been felt. A temporary 
shortage may have been created in a few specific articles. 

The more recently created Cotton Institute in Germany shows increased 
activity. Raymond Steinback, with the National Cotton Council, was a recent 
visitor. 

Mr. Garuines. Any questions? 

Mr. Jennings. Just as a matter of interest, you state there are 
28,195,000 acres planted in 1951 and 17,391,314 acres in 1956. 

Mr. Apvams. Allotted so far this year. 

Mr. Jenninos. Just as a matter of interest, you state there are 
1951 yield? 

Mr. Apams. I have it in my bag. It has been going up every year, 
se is true, if that is what you mean. It is the highest it has ever 

een. 

Mr. Jennines. How does the yield in bales compare with the per- 
centage cut in acres? 

Mr. Apvams. I haven’t figured out on that basis. Well, of course, 
there are two reasons we feel that your yield has gone up. The first 
is that you are putting your best land, you are using ee best pro- 
duction practices, but most of the farmers tell me the good Lord 
had more to do with it than anybody else. We have had good weather. 

Mr. Jenninos. Well, I am not criticizing the principle. I am 
just trying to find out here. 

Mr. Apams. We could have a bad season and you know on the 17 
million acres maybe we would turn up with an awfully short crop. 

Mr. Jenninos. Just what has your observation as to which has 
increased the most percentagewise, let’s say the four-acre farmer or 
the large hundred-acre farmer, percentagewise ? 

Mr. Apams. Well, you couldn’t take it on that kind of basis. I 
think more of our smaller farmers in my State, and that is the only 
one I am familiar with, would probably be on marginal land. When 
— get down to 10 acres in our area, you are getting pretty small. 

fe have a great many sharecroppers, but they will generally be 
up in the 25- or 30- or 40-acre size. 

We don’t have crops in our area like you have, or maybe in North 
and South Carolina that they can get an acre or two here of some 
other crop. They are either raising cotton or corn. You won’t find 
many small farmers raising soybeans. Their experience isn’t too 
good with it. 

They have got to raise something, if they have got any animals to 
feed, of course, they are going to raise some feed for them. And 
I would say that the majority of small farmers wouldn’t have the 
yield that we would have in the better area. 

Mr. Jennrnos. That is all, Mr. Chairman. 

Mr. Gatruines. Thank you very much, Mr. Adams. 

Mr. Gil Parker, Tiptonville, Tenn., Tennessee Agricultural Council. 
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STATEMENT OF GILBERT PARKER, DIRECTOR, TENNESSEE 
AGRICULTURAL COUNCIL 


Mr. Parker. Mr. Chairman and gentlemen, my name is Gilbert 
Parker. I live in Tiptonville, in Lake County, Tenn. I ask your 
indulgence in reading this. I am a director of the Tennessee Agri- 
cultural Council-‘and am appearing here today in behalf of that organ- 
ization. I am also a director of the American Cotton Producer 
Associates. 

The Tennessee Agricultural Council is a nonprofit organization dedi- 
cated to the support and improvement of the economy of our State. 
We speak for Tennessee cotton farmers and appreciate the oppor- 
tunity to present their views. 

The people of Tennessee depend upon agriculture for a major part 
of their income. We have but few large industries in our State and, 
in most of our counties, all segments of our economy and society 
depend either directly or indirectly upon the agricultural dollar. 
Cotton accounts for approximately 50 percent of the total income 
from farming. We have 263 cotton gins, 30 compresses, and 138 oil 
mills serving over 56,000 Tennessee farmers growing cotton for their 
living. The average cotton acreage per farm is less than 9 acres. 

The problem that we wish to emphasize is concerned with the 
drastic decline and loss of a reasonable or fair share of the world 
cotton export trade. Had we continued to export at our historic 
level, we would not now be faced with a cotton problem. 

As we see the problem today, we have only two courses before us. 
One course is to continue to operate as we have in recent years. Under 
this program, the cotton farmers of the United States will make the 
supply adjustment for the entire world. The United States will 
continue as a residual supplier in world markets. This means con- 
tinued stepdowns in acreage allotmetns. At the same time, foreign 
porduction will continue to increase and become more firmly in- 
trenched. Thus, the United States share of the world market will 
become smaller and smaller. If our exports continue at the present 
rate for the remainder of this year, they will have dropped from 
nearly 50 percent of the world total in 1951 to approximately 20 

ercent. 

The October 1955 monthly review of the world cotton situation, 
published by the International Cotton Advisory Committee, Wash- 
ington, D. C., summarizes the situation as follows: 

As the season progresses, it becomes increasingly obvious that aggregate 
free-world production outside the United States will set a new record high 
for the postwar period—indeed, an alltime record. On present estimates, pro- 
duction is put at approximately 17 million bales compared to 15.5 millions in 
1954-55. Several important observations can be made concerning cotton pro- 
duction outside the United States: 

(a) Production has increased every year since 1947-48 and in the aggregate 
has almost doubled over this period. 

(6) The upward trend in cotton production is apparent in virtually all 
countries, 

(ec) The rate of increase has accelerated in the last two seasons. 


(d) Of late, this increase has occurred despite the tendency to lower cotton 
values. 


(e) Cotton production has now become intrenched as a major industry in 
many countries where cotton was relatively unimportant a few years ago. 
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(f) The continuous upward trend in cotton production has exploded the 
ae ee the porduction potential for cotton outside the United States is 

(g) If present trends continue, in two more seasons cotton production out- 
side the United States may be sufficient to meet all consumption requirements 
outside the United States without any imports from that country. 

The increase in production expected this season is based on the following 
considerations : ° 

(a) An increase in production in Mexico by some 300,000 bales. 

(6) An‘overall increase in acreage in the Middle East and Pakistan. 

(c) The fact that yields last season were less than normal in Brazil, Argentina 
and Uganda. 

(d) The continuing expansion of irrigation in Mexico, Pakistan, Turkey, and 
Syria and in some of the smaller countries. 

(e) Indications that interest in cotton production will remain high in South 
America, 

The other course will require positive action on the part of our 
Government to reestablish our export trade by selling competitively 
in the world market. Every effort has been made by producers and 
mills to secure administrative use of the tools already provided by 
Congress to reestablish and maintain a fair share of the world cotton 
market for this country, and at the same time provide adequate pro- 
tection for United States mills. 

So far, this action has not been taken for fear of upsetting the 
economy of other free-world countries. We wish to point out that 
foreign cotton producers have been requested repeatedly by officials 
of the United States Department of Agriculture to control their 
production. They were told that the United States could not stand 
by if they continued to expand cotton acreage while we reduced ours 
through controls. This advice went unheeded and cotton growing 
has now become intrenched as a major industry in countries where 
cotton was relatively unimportant a few years ago. 

Proposed action by the Department of Agriculture has been blocked, 
and efforts of United States producers to reduce supplies by drastic 
controls have proven to be futile in the face of continued foreign 
increases. Producers are now faced squarely with the conclusion that 
our planners and foreign policymakers consider that the cotton in- 
dustry of the United States is expendable, 

On December 5, 1955, a meeting was held in Memphis, Tenn., under 
the auspices of the National Cotton Ginners Association. This meet- 
ing was attended by delegates selected to represent each of the six 
segments of the cotton industry. 

Producers were represented by the American Cotton Producers 
Associates. Other organizations arian voting delegates to the con- 
ference were: American Cotton Manufacturers Institute, National 
Cottonseed Products Association, American Cotton Shippers Associ- 
ation, National Cotton Compress and Cotton Warehouse Association, 
and the National Cotton Ginners Association. At the close of the 
conference, 5 of the 6 industry groups voted approval of a recom- 
mended program. The Shippers Association cast the lone dissenting 
vote. 

While all of the points are not before the committee today for con- 
sideration, I wish to present these recommendations as iffustrating 
the combined thinking of delegates representing 5 of the 6 segments 
of the entire cotton industry: 
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Until stocks held by the CCC are reduced to a level consistent with normal 
demand—and including a sensible reserve for national security—it is doubtful 
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that any plan or combinations of plans will stand a chance of success. We har- 
bor no illusions as to the outcome of following our present course. It involves, 
briefly, reduction of production, reduction of price, loss of markets, increased for- 
eign production of cotton, and increased production of synthetics here and abroad. 

The following action is needed to reverse the dangerous trends inherent 
in the present program: 

(a) Action to insure a world market of not less than 5 million bales of Ameri- 
can cotton each year; and adoption of such competitive pricing devices as may 
be necessary to insure this export volume. 

(b) Impose reasonable and equitable restrictions against cheap foreign textiles. 

(c) Revise the loan program to eliminate, eventually, undesirable cotton. It 
is suggested that this adjustment be made through a premium and discount 
system aimed at discouraging the production of low-grade cotton. 

(d) Change the loan base from Middling seven-eighths inch to Middling 1 
inch. In justification of this proposal, it may be said that the loan is supposed 
to be based on the average grade and staple, that the present average will sup- 
port the view that Middling 1 inch is the proper and legal loan basis. By no 
means should this proposal be justified as a means of discouraging production 
of low-grade cotton, since the CCC Board approves the schedule of premiums 
and discounts individually for each loan program. Unless the differentials are 
broadened, a change in the loan base could result, simply in a price cut of the 
same degree on any and all grade and staple combinations . 

(e) One change in the law applicable to cotton acreage allotments is desirable 
and practical at this time. It is suggested that a national reserve shall be estab- 
lished and allotted to States on a basis of need for small farm adjustments. 
Such reserve might provide minimum allotments of 4 acres, or the highest plant- 
ing in the 3-year period preceding the allotment year. 

(f) A Government study regarding the effect of price upon cotton consumption 
in both domestic and foreign markets is absolutely essential. 

(g) Drastic revision or outright suspension of all foreign-aid programs tend- 
ing to stimulate production abroad of commodities already in surplus supply in 
the world market, or on which production is curtailed within the United States, 
is also essential. 

(h) Ninety percent parity price supports should be established for the 1956 
crop, and should be maintained until such time as present conditions have been 
corrected by a long-range program. 


I understand that representatives of all six segments of the industry 
met in Biloxi last week and went on record approving competitive 
export sales to regain our world markets along with import quotas 
for domestic mills. Therefore, there is no longer any roadblock be- 
cause of industry opposition to these recommendations. 

We urge that the House Agriculture Committee use every means 
at its disposal to help regain a fair share of the world cotton trade 
for the United States. We specifically endorse the principles em- 
bodied in H. R. 8658 and H. R. 8659, which direct that present 
authority be used to reestablish and maintain a fair share of the 
world’s raw cotton market for the United States and, at the same 
time, provide protection for United States mills under section 22. It 
has already been brought out that this same authority has been effec- 
tively used before and is now being used for some 20 or more other 
commodities. Why not for cotton ? 

The cotton textile industry in’ this country is also threatened by 
a great increase in cotton textile imports entering the United States 
as a result of agreements made by our State Department at Geneva 
in June 1955. Japanese goods are now being sold across the counter 
in United States stores at prices considerably below the level that our 
industry can meet. This is due to cheap labor rates, modern equip- 
ment bought with United States money under our foreign aid pro- 
gram and free access to lower priced raw materials. According to 
the International Cotton Advisory Committee and United States 
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Bureau of Census, 80 percent of the cotton goods imports since 1953 
have been manufactured with foreign-grown cotton. In 1953, Japan 
obtained only 30 percent of her cotton from the United’States. In 
1954 and 1955, the amounts obtained from the United States were 39 
and 38 percent respectively. Thus, the bulk of the cotton entering this 
country in the form of manufactured goods is foreign-grown cotton. 
This, of course, displaces domestic growths, as well as adversely affect- 
ing the position of United States mills. These bills provide for an 
increase in these imports, but would limit the amount to 150 percent of 
the volume entering this country during a representative 2-year 
period. We consider this to be a liberal increase. As cotton pro- 
ducers, we consider the welfare of our domestic mills to be essential. 
We view the need for raw cotton exports and protection for our mills 
as one problem. 

We also are very much in favor of a national reserve, over and 
above the national allotment, to be used for small farms. This pro- 
vision will be of real benefit to Tennessee farmers. 

In conclusion, I would like to point out that Tennessee cotton 
farmers cannot afford another cut in cotton acreage. Excellent yields 
in 1955 helped to cushion the shock of the low allotment last year. 
These good yields, however, did not prevent many farm families from 
leaving the farm before the beginning of the crop year due to the fact 
that their allotment was not large enough to offer productive em- 
ployment for their families. 

We are especially discouraged in that the sacrifices that have been 
made through drastic acreage controls have accomplished no tangible 
results toward correcting the supply problem. 

We do not feel that the United States cotton farmers should be 
required to continue cutting acreage when production abroad is going 
up each year, especially when foreign expansion is being financed 
largely by United States tax dollars and venture capital from this 
country. We can see only one answer and that is through a positive 
acclamation of purpose followed up by aggressive action as embodied 
in the bills before this committee. 

We also endorse the recommendations presented by the American 
Cotton Producer Associates, 

Mr. Garuines. Thank you very much. 

Mr. Parker. Thank you, Mr. Gathings. 

Mr. Garuines. Now, let me ask you this: You bring out the point 
there that quite a number of cotton farmers are leaving the land, in 
your section. 

Mr. Parker. Yes. 

Mr. Garuines. How many counties that grow cotton in western 
Tennessee are members of your group? Do you cover the whole State 
of Tennessee or just the cotton growing section ? 

Mr. Parker. Basically the cotton growing counties. However, 
there are in Tennessee, actually, surprisingly enough there are 52 
counties which grow cotton. 

Mr. Garurnes. Are you losing any population in those 52 counties? 

Mr. Parker. Very definitely, yes, sir. 

Mr. Garuines. Losing population since 1950 or when? 

Mr. Parker. I would say it has accelerated a great deal in the last 
2 years. 
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Mr. Garutines. Any questions? 

Mr. Poace. I wanted to ask you this about a matter that I think 
you can agree with me on. 

* You pointed out the danger of the United States carrying on a 
program of foreign aid that helped foreigners, increased their cotton 
production. 

I realize it, too. And what were you going to say about these big 
projects in the United States, where we are putting up Federal money, 
to put in a million acres of land, most of which will grow cotton? 

Mr. Parker. Are you referring to—— 

Mr. Poage. I am referring particularly to the Colorado River. 

Mr. Parker. I beg your pardon. I didn’t get your question. 

Mr. Poace. How do you feel about those projects in the United 
States—I am agreeing with you about the foreign projects, but what 
do vou think about these projects in the United States? 

We are called upon to finance this Colorado River development and 
you know that that land has been going to cotton in California and 
Arizona, do you not, when they put more water on it? 

Mr. Parxer. I would say so, yes. 

Mr. Poace. What do you think about spending hundreds of millions 
of dollars on those kinds of projects ¢ 

Mr. Parker Mr. Poage, you have me at a disadvantage, sir. I 
live in the TVA area, and I would rather you would change the 
subject, sir. 

Mr. Poaer. All right. 

Mr. Garuines. Any more questions? 

Mr. Jennines. Mr. Parker, on page 3 you make an observation. 


You say that proposed action by the Department of Agriculture has 
been blocked. 


It has been blocked by whom ? 

Mr. Parker. Do you want a personal opinion ¢ 

Mr. JENNINGs. Yes, sir, for the record. 

Mr. Parker. I consider that it has been blocked by the State 
Department. 

Mr. JENNINGS. Fine, than you. I wanted that for the record, 
Mr. Chairman. 

Now, you started to make an observation here pertaining to the 
Big Four. Would you continue that observation ? 

Mr. Parker. I will be glad to. 

Mr. Garutnes. I did not catch that question. 

Mr. JENNINGS. You started to make an observation pertaining to 
the Big Four. Would you continue that observation, please? 

Mr. Parker. The Big Four, I think, has to do with—commonly it 
is supposed to have to do with the four large cotton shippers, in the 
Uni States. It is not necessary to name them, I don’t think. 
Everyone knows who they are. 

Actually, they have tremendous investments in foreign countries. 
1 do not know how many millions of dollars it amounts to but it is 
a tremendous amount. I do happen to know—and I cannot verify 
this but I do happen to know that one such firm has a total of $38 
million invested in foreign cotton production in mills, compresses, 


gins, and allied parts of the industry—growing cotton in foreign 
countries. 
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I think it is fairly obvious those gentlemen are not interested in 
seeing the surplus United States cotton be disposed of. It suits them 
fine to leave it here. 

Mr. JenNINGs. Thank you. 

I did want to get his views on the record. 

Mr. Gatuines. Thank you so much. 

Mr. Parker. Thank you. 

Mr. Garurtnes. Is Mr. Klurfeld here? 

Arthur M. Klurfeld, executive director, Textile Fabrics Associ- 
ation. 


STATEMENT OF ARTHUR M. KLURFELD, EXECUTIVE DIRECTOR, 
TEXTILE FABRICS ASSOCIATION 


Mr. Kuurreip. That is the Textile Fabrics Association. 

Mr. Garurnes. I understand that you are going to have to catch 
a train so we thought we would put you on, although we wanted to 
wind up these hearings shortly. 

Mr. Kiurretp. Thank you very much. 

Mr. Garutnes. We wanted to recess for the afternoon. 

Mr. Kuurrevp. I must apologize for not having a prepared state- 
ment. We did not know about these hearings until Friday morning. 
By the time I had confirmed notice that I would appear today, I was 
unable to prepare a statement, but I am very well prepared on this 
subject and if you will allow me to speak orally, I would like to. 

Mr. Gatutnes. Yes, sir. 

Mr. Kturretp. I would also like to say that the executive director 
of the National Association of Blouse Manufacturers, Mr. B. H 
Lerner, asked me to speak on their behalf as well. He was unable 
to attend today. 

I have listened attentively to the discussion this morning and I 
have learned a great deal about the plight of the cotton farmer. But 
I think that this committee is to be congratulated in realizing that 
the welfare of the farmer is very much tied in with the welfare of 
the textile industry. 

The members of the organization that I pesos the Textile Fab- 
rics Association, do the finishing on the fabrics that they purchase 
from the mills. And, of course, it is in that form that these fabrics 
are sold either to the cut-up trade or to the retailers for over-the- 
counter sale. 

As it happens, the greatest decrease in the rate of duty that was 
allowed to Japan was made on finished cotton fabrics, not on the gray 
goods. It was considerably less on the gray goods. 

So the greatest impact on the cotton textile industry insofar as 
Japanese goods are concerned have been either on the finished tex- 
fabrics, or on articles of wearing apparel made from them like 

ouses. 

It would seem to me that even if this first section of the bill was 
not before you gentlemen, that even if the Secretary of Agriculture 
were to exert himself under his existing authority, to increase the sale 
of cotton on the world market, you would need the second part of the 
first section as a safeguard to make certain that the effect of selling 
cotton in the world market would not be overcome by having the 
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cotton come back into this country in the form of textiles, or articles 
of wearing apparel. 

We have been acutely aware of this Japanese competition. This is 
not a new thing. It has been before us for over a year and a half. 
And I wanted to say this, I was a Government employee at one time 
and I have had considerable experience in the tariff field, both in Gov- 
ernment service and since then. 

And one of the things that I have noticed that makes it so difficult 
for industry to get any relief is that there is no one forum that offers 
the type of relief it needs. 

At the present time, for example, we are told that we should not come 
to the Congress to get a quota, because there is adequate relief under 
the escape clause of the trade agreements act. 

But the practicalities of the situation are these: That even though 
the Tariff Commission should find that serious injury was caused, let 
us say, to the blouse industry, or to the producers of textile fabrics, 
they could only make a recommendation to the President. 

And it is very clear that the State Department has guided the 
President in his policy insofar as foreign trade is concerned. And 
the State Department ~ made it clear on many occasions that it will 
not favor the setting of any quotas on any products, especially on 
products coming from those countries which they feel we have an 
interest and a responsibility to. 

And the State Department feels that it is responsible for the welfare 
of the Japanese economy to see that it is in a healthy state, 

We have the overriding considerations always present that no 
matter how seriously an industry is injured in this country, that the 
State Department feels that our foreign trade policy overcomes that, 
and, of course, when you talk about the overall foreign trade policy 
of the Government, naturally enough, they feel that no one industry 
is oe enough to be able to be given that consideration, so that they 
should make these exceptions to the foreign policy. 

That whole tariff policy of our Government is the breaking down of 
tariff barriers, and we have set ourselves up as setting the greatest, 
highest example for all other nations. 

So it is a part of the rules of General Agreement on Tariffs and 
Fer that quotas should not be set up where tariff concessions have 

n 


This is cutting through all of that redtape, if you gentlemen are 

successful in getting a bill like this through, because it takes up just 

one — the welfare of the farmer and all of the industries whose 
e 


welfare depends upon that. 

There is an interrelationship there that is being recognized here 
as I see it for the first time. And it is giving the textile industry the 
opportunity to show you that the farmer cannot be healthy if the 
textile industry is not healthy and vice versa. 

In terms of the argument that is made that if the textile industry 
is granted a quota, all other industries will come in, I would like to 
say that I believe it is a fallacious argument, for this reason, that I do 
not believe there is any other industry that is presently being threat- 
ened to the degree that the textile industry is and the cotton farmer 
by virtue of foreign competition. 
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Even if every yard of Japanese fabrics were made of ee 
cotton, they would still be able to undersell the American mill in this 
country in spite of the present tariffs. 

And if you allowed the Japanese to buy cotton in other areas where 
the price 1s considerably lower than what the American producer has 
to pay, it just adds to that advantage. It is an advantage that is over 
and beyond what he presently has. 

We are feeling the stress of Japanese competition right now, and 
if more cotton is sold in the world market at lower prices, that stress 
will be increased immeasurably. 

I want to say a few words about the blouse situation. It just hap- 
pens that I as an attorney assisted in the preparation of an escape- 
clause petition that will be filed with the Tariff Commission within the 
next couple of days setting out the serious injury that has been caused 
to the domestic cotton blouse industry by virtue of Japanese imports. 

Actually, you heard some figures but I think the figures are even 
worse than have been presented to you by Mr. Bell. We have figures 
that are fairly current in relation to this whole situation. 

They have taken over actually three-quarters of that part of the 
domestic cotton blouse industry that makes direct or likely competi- 
tive articles. 

Now, there is no situation, no industry that could possibly survive 
if foreign producers are able to take over three-quarters of their 
market. 

And actually, the figures show that the domestic cotton blouse in- 
dustry has increased its use of cotton from one-seventh of its produc- 
tion in 1947 to two-thirds in 1955. 

That situation will go downward very, very rapidly. 

These people are filing a petition with the Tariff Commission, and 
they are asking for only one kind of relief, a quota. And I tell you 
very frankly that the men in the industry are very much skeptical 
of their ability to get any relief, not because they cannot prove serious 
injury and not because they have not got the economic data to back 
it up, but simply because you are faced with that block which is a 
stone wall in this case, that the Department of State will not allow 
any — to be set up for a textile product because that would be the 
first breach and they would say, “If you do it for blouses, you have 
As it for other commodities in the textile field as well as other 

elds.’ 

And so in that sense it represents a test case but in the meantime 
the blouse industry has to stand by for 9 months until the investiga- 
tion is completed, and the harm has already been done. 

You have heard the figures of 3 million dozen. That is actually 
so—from roughly 180,000 dozen in 1954 it went up to 3 million dozen 
in 1955. That was even too much for the Japanese textile industry 
to swallow. 

So they did a very nice thing of cutting it back to 2,500,000 dozen. 

So they cut it back to 2,500,000 dozen, of their own volition, mind 
you, after being prodded by the State Department that they should 
not do anything that would seriously injure a domestic industry. 

I simply ask you gentlemen if you have cotton blouse manufac- 
turers producing approximately 4 million dozen of cotton blouses in 
the same price range of the same character of blouses, is it any 
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material differenee whether they ship in 3 million dozen as against 
a production of 4 million, or 2,500,000 dozen ? 

Vould not the injury be just as substantial ? 

Yet that is the Japanese idea of not causing serious injury. We 
simply have to face up to the fact. 

Mr. Jones. Just a minute. Excuse me. I cannot quite follow 
you on that. 

You say they are opposed to setting up a quota, yet when you speak 
of this 3 million dozen and 214 million dozen, is that not in effect a 
quota ¢ 

Mr. Asernetuy. They did that voluntarily. 

Mr. Jones. You said the State Department would permit them to 
bring in 3 million dozen ¢ 

Mr. Kiurretp. No; the State Department has merely said to them 
that they should not do anything that would seriously injure a domes- 
tic industry. The Japanese interpretation of that has been that they 
should cut back their exports of cotton blouses from 3 million dozen 
to 2,500,000 dozen per year. That is how they are carrying out that 
suggestion. 

So we are faced with one very, very serious factor here, that is, 
there is no administrative remedy that we can use.. Even the petition 
filed by the ACMI under section 22, in my own judgment, will not be 
granted. 

We jointed in that petition. We are attempting to use every pos- 
possible avenue in order to get relief for the textile industry, but we 
realize that these remedies were not set up for this type of a situation. 

That argument could very well be made as a matter of interpreta- 
tion. But when you get an administrative policy that is based on 
discretion, where there is no mandate on the Administration to carry 
out any relief, even where an administrative agency says that it is 
warranted, then, of course, the industry has no recourse. It has no 
appeal from that situation. 

And knowing the policy of the Administration, we feel that we are 
really wasting our time in a sense in using that avenue. 

That is why we believe that the aproach being used here of legisla- 
tion is the only effective approach, and in recognizing that the welfare 
of the cotton farmer is tied in with that of the textile industry, it goes, 
as I said, to the heart of it. 

Before closing, I’d like to make one suggestion, if I may, as a matter 
of technicality. I believe it would be very advisable if on page 2, 
line 11 of the bill, H. R. 8658, the term “manufactured cotton prod- 
ucts” was defined. I believe you will find that there are many prod- 
ucts that are a combination of cotton and other fibers. That was 
brought out earlier in the testimony. 

And unless you define it, where cotton is the predominant fiber by 
weight, this may be a method of evasion because under the tariff 
schedule most provisions are based on chief value, where, let us say, 
the rayon is the greater value, but cotton is present in greater amount 
by weight, you could be getting a tremendous quantity of combination 
of fiber products coming in where cotton was a predominant portion of 
those articles and vet would not come under that quota. 

Mr. Gatutnes. Do you have any language that you would want 
to suggest? 











82 COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 


Mr. Kuvrrerp. I would suggest—I was thinking about that, sir. 

Mr. Anernetny. Let me suggest that he submit to us in writing a 
suggested amendment. 

Mr. Kvurrexp. I would be very happy to. 

Mr. Garnines. If you would submit it in writing, that will be fine. 

Mr. Kiurretp. I would say that certainly we should make this 
tight enough so that we cover, that is, the committee covers, what is 
intended here. I think it is intended to cover articles predominantly 
made of cotton. 

Mr. Garutnes. Could you get that to us in the next day or so? 

Mr. Kuvrrexp. I will certainly do that tomorrow. I anticipate if 
I may say this, that this committee will find that the administration 
will not meet us on our own ground. They will not discuss the merits 
of a case. They will not discuss the economies of a case. They will 
only discuss it in terms of overall world trade policy, and overall 
strategy which is intended to go far beyond the individual injury to 
any industry. We cannot meet them on that ground. 

And I think when they shift the ground to that type of discussion, 
it is deliberate unwillingness to face up to the criterion that have 
been set down under the escape clause or any other criterion that. you 
gentlemen put before them. 

I think this matter must be left on the basis of the economics of the 
situation, because that is the only sane way in which to solve the 
problem of the American farmer. 

Mr. Garurnes. Mr. Klurfeld, in my judgment you have done a 
better job than though you had read a statement. 

Mr. Kuvurretp. Thank you. 

Mr. Gatruines. Any questions? 

Mr. Jounson. One question I wanted to ask you. If as you have 
testified the Japanese have shifted so that in the cotton products 
coming into the country, there are more finished products, does not 
that give them a chance to hurt more American labor more than if 
they kept to a product in cotton that had less labor involved ? 

Mr. Kuvurrexp. Exactly. It is a clever way, of course. If we did 
not understand what was going on, we might say, “Well, why should 
there be any relationship between the cotton farmer, and let us say, 
the producers of blouses or something like that.” 

But every time you multiply that article by new levels of labor 
you are affecting more and more workers in this ONT 

The blouse industry is a small industry comparatively peaking, 
but there are 23,000 who make them alone. Multiply that by, every 
product that is coming in. 

What they have done is very clever. They have concentrated in 
certain areas. There was no reason why they had to concentrate 
just on blouses or just on gingham fabrics, or just on 1 or 2 other 
products but that was done because they felt there was a real market 
for that produce here and their advice which they got largely from 
people in this country, proved to be true. 

And actually, it takes a while before it goes back to the earlier levels 
of production, the effects shown, but our people, for instance, as Mr. 
Bell indicated, find that they sold about 60 million yards less fabrics 
pet to the blouse industry alone by virtue of these imports of Japanese 

ouses. 
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So there is a total displacement here. You are not getting a supple- 
ment, a creation of new price lines or new markets, simply replacing 
the American product with their product. 

There is no question about it. 

Mr. Garuines. Thank you very much. 

Mr. Jenntnes. Let me ask you this question: Have any domestic 
industries made an appeal to the Executive under the escape clause or 
the national security clause? 

Mr. Kuurrevp. In the textile industry ? 

Mr. JENNINGS. Yes, 

Mr. Kuurrevp. I know that the velveteen industry has. 

Mr. Jenninocs. What was the outcome? 

Mr. KuurFexp. It is pending. 

Mr. JenNnINGS. Have any decisions been rendered or are they all 
pe 

Mr. Kuurrevtp. Well, there has not been, as a matter of fact, the 
blouse petition will be filed, as I say, within the next 2 days. 

The velveteen application, I believe was filed within the last 2 or 3 
weeks. The Tariff Commission has 9 months in which to make a de- 
cision. So there has been no decision. 

Mr. Jenntnos. I believe you stated that you felt the administration 
would be unfair in their decision and would not meet you on common 
grounds. Is that the feeling of your association ? 

Mr. Kuurrerp. I would not use that word. I do not believe [ used 
the word unfair. I believe, sir, as a matter of policy that the State 
Department has made it utterly clear that having given Japan lower 
rates of duty in order to allow their textile products to come into this 
country in greater volume, they do not intend to undo that by allowing 
a quota to be set if they can prevent it. 

And they are going to move heaven and earth to try to prevent it 
and you might as well know it. 

Mr. JenntnGs. So you think it is a matter of legislation and that 
is the only appeal that you have? 

Mr. Kiurretp. I cannot see any other relief, any other possibility, 
yes, sir. 

Mr. Gatutnes. Thank you so much. We are just about to recess 
for the day. I wondered if there is anyone here that wanted to give 
us a Statement so he could get out tonight? 

Mr. Howarp Ricumonp. I would like a few minutes. 

Mr. Garutneés. Could you stay over until the morning? 

Mr. Ricumonp. Not too conveniently. 

Mr. Gatutnes. Come on up. We will be glad to have your state- 
ment, 


STATEMENT OF HOWARD RICHMOND, VICE PRESIDENT, CROMPTON 
CO., WEST WARWICK, R. I. 


Mr. Ricumonp. My name is Howard Richmond. I am vice presi- 
dent of the Crompton Co., with headquarters in West Warwick, 
R. L., and with manufacturing subsidiaries in Griffin, Ga., Waynes- 
boro, oe and 2 in the State of Arkansas, 1 in Morrilton and 1 in 
Osceola. 
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We are one of the oldest textile manufacturers in this country, start- 
ing in business in 1807. And we are pioneer producers of velveteen 
and corduroy in this market, having brought them over in 1886. 

We would like to support section 1 of H. R. 8658, with particular 
reference to quotas but we would like to point out that the formula 
in that bill of 150 percent of 1953, 1954 average, may not work for al] 
segments of the cotton textile industry. 

he velveteen industry which is a small part of the cotton industry, 
has only three manufacturers left. It is a highly specialized branch: 
but a large amount of labor is employed. 

For tariff purposes, velveteens are broken down into twill backs 
and plain backs under schedule 9 of the tariff act; we have had a long, 
long history of foreign competition. 

Going back into the 1920’s, imports from England, generally, and 
Czechoslovakia came into this country in substantial quantities, and 
when we started off with the Tariff Act of 1930, we had a rate of 
62.5 percent ad valorem, both types of velveteen. 

In 1933, because of a cost of production finding under section 336, 
the rate was cut in half. This was before the workings of the recipro- 
cal trade agreements program. 

Just as soon as that was done, imports began to come in, large quan- 
tities from Japan, reaching 5 million yards in 1956. In spite of this, 
the rate of duty has been reduced under the trade agreements program 
four times, on twill back velveteens—the last reduction taking place 
last year, 1955, with Japan. 

Mr, Garuines. What was that reduction in 1955? 

Mr. Ricumonp. The reduction in 1955 was on plain backs from 
31.75 percent to 25 percent, and on twill backs where we have a com- 
bination of specific and an ad valorem rate, the new rate is 25 cents 
a square yard, not less than 2214 percent. and not more than 30 percent. 
Prior to that the maximum was 44 percent. 

So the reduction on the lower value velveteens was from 44 to 30 
percent. In every instance where velveteens have been on the list with 
those items to be negotiated in the trade agreement we appeared 
before the Committee on Reciprocity and Information a before 
the Tariff Commission and told them what was poing to happen. 

In fact, we even went so far in 1955, January—last year—te request 
a peril point finding which is permissible under the law to the effect 
that injury already exists and that in their negotiations with Japan 
that they negotiate a higher rate on the lower valuations only, leaving 
the higher valuations alone, the higher valuations affecting imports 
from the European market. 

Of course, that is pretty much unheard of. And we were more or 
less passed over rather lightly. And on top of that took a cut, as 
mentioned above. 

But we have tried to be constructive in each of our appearances. 
We have never said, “You must increase the rates, arbitrarily.” 

“No. We have said to them, that there is a way in which the rates 
can be increased on the lower valuations to protect us from this great 
influx of velveteens from Japan without caukedind importations from 
European countries, and in each instance that we have appeared 
before them, since the war, we have given them specific recommenda- 
tions. 
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I mention that because we have tried to be cooperative in our 
dealings with them. But we have been unsuccessful. 

We an escape-clause action before the Tariff Commission at 
the present time. It was filed on January 23. We have had this 
plan for 18 months, but we delayed until we had sufficient statistical 
evidence to have a cut-and-dried case as to injury. 

Mr. Garuines. I wonder if you would give us for the record at this 
point, some specific data to carry out. your thoughts and views, 

Mr. Ricumonp. I would like to. Total imports of velveteens were 
nonexistent during the war, naturally ; in 1949, 403,000 yards; in 1950, 
1,800,000; in 1951, 2,600,000; 1952, 1,700,000; 1953, 2,700,000; 1954, 
5,100,000; and for the first 10 months of 1955, 7,900,000, 

The information that we have indicates that it will approach 9 mil- 
lion yards in 1955. 

What is that in relation to domestic production? At the present 
time, imports have about 70 percent of the total market—70. 

Mr. Garuines. If it goes up to 9 million it would run up to some 80, 
would it not ? 

Mr. Ricumonp. Well, we estimate the total market around 13 mil- 
lion yards in this country. The figures that I gave you were strictly 
imports, 

Mr. Garutnes. Imports, that is right. 

Mr. Ricumonp. The domestic production we still have a little left, 
makes up the differences and it has dropped from 7 million yard 
average down to 3 to4 million. Our production has dropped about 50 
percent in the last 2 or 3 years, while imports have risen. 

Mr. Garuines. Historically, what has been the percent of imports 
against exports ¢ 

Mr. Ricumonp. The historical percentage of the total market, leav- 
ing out the war years, has been in the neighborhood of—I have the 
years from 1928 up to date—from about—around 25 or 30 percent. 
Now it is up around 70 percent. That is taking an average over a 
long period of time. 

There was 1 year back in 1936 and 1937, in which the imports ap- 
proached 60 percent. That was 1936 and 1937. 

Mr. Gatuines. How many manufacturers are there engaged in the 
velveteen business ? 

Mr. Ricumonp. Only three left in the business. Prior to the war, 
there were two others. Only three in the business right at the present 
time. 

I would like to submit for the record a copy of the application for 
escape-clause action because it contains a great deal of information. 

Mr. Gatuines. Without objection, that will be done. 

Mr. Ricumonp. I would like to make two comments. We do not 
have too much hope for any relief in an escape-clause action. We 
are going through the motions, because we know it is an avenue of 
relief that is provided for us under the law but we also know from 
past experience the workings of the escape clause, and we know the 
obligations that our country has with foreign countries, with all of 
the trade agreements that have been negotiated, which makes it very 
difficult for the State Department to withdraw concessions already 
made, because of the necessity of making compensatory concessions 
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on other products to compensate our foreign friends for taking away 
something we have given to them and we know the attitude of the 
State Department which has been very much opposed to reliefs under 
the ane clause, and we also know that there is no question here about 
national defense. 

So we are not too optimistic. Therefore, we welcome legislation of 
this type because it does make a mandatory arrangement for quotas. 
Unfortunately, in our particular instance, it will not help. 

Mr. Garuines. That is what I was going to ask you. 

Mr. Rrcumonp. It will not help too much. I will tell you why. 
We are using as a base 150 percent of the average of 1953 and 1954. 
The total imports of velveteen in that year, the average of those 2 
years, is 3 million 9. And 150 percent of that is 5,900,000 yards. Well, 
except for this last year there has never been 

Mr. Garurnts. Never has been that much, anyhow. 

Mr. Ricumonp. That is correct. 

Mr. Gatuines. Except for 1 year. 

Mr. Ricumonp. So while the principle is sound and while I am 
sure it will work out very satisfactorily to the great majority of the 
textile industry, I feel that some provision should be made in the bill 
for those segments of the industry where abnormal importations 
during the base years existed, or where injury existed, during the base 
years. The Secretary of Agriculture should be directed to arrange 
the quotas in those instances so that all segments will get the same 
relative treatment as the industry in general, if I make myself clear. 

Mr. Garurnes. Yes, you do. I just wondered if your attorney could 
present us with some language ? 

Mr. Ricumonp. I will be very happy to try. I will be very happy 
to see what assistance I can get from the American Cotton Manu- 
facturers Institute, Inc. They may help me on that. That became 
very clear to me today listening to the testimony. While the principle 
is fine, it will not help us too much. 

There is one other point I would like to bring out, too, that is, that 
quotas in themselves do not solve this problem of foreign competition. 

Regardless of what the quotas on velveteen, assuming it is large 
enough to allow at least a historical percentage of velveteens to come 
into this market, just so long as those velveteens are able to land here, 
at prices 20 to 40 percent below American cost, the market is already 
made, so far as prices are concerned and it is going to be practically 
impossible to sell the American product at a profit. 

o we feel that we must get relief in the form of higher rates of 
duty which is the only avenue open to us on the escape clause in order 
to build up the landed cost of the Japanese product somewhere near 
American costs so that we have a chance of competing for at least a 
share of the market on a profitable basis. 

It is particularly true in the case of velveteens, where there is more 
labor per yard than any other branch of the textile industry. That 
is why the Japanese have been so successful in underselling us. We 
have a smaller percentage of raw material and larger percentage of 
labor in the manufacture of velveteens than in any other branch of 
the cotton textile industry. 

Therefore, a large spread in the cost of labor in Japan versus this 
country is exaggerated in our case. 
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Mr. Gaturines. What is the labor getting in Japan? 

Mr. Ricumonp. About 15 cents per hour, I am told, which is less 
than one-tenth of the average paid in this industry in this country. 

Therefore, we are in favor of a mandatory quota, and we support 
your bill. We would like to see it a little bit more flexible to take care 
of unusual cases. And there may be other cases just like ours. I am 
not aware of them, but there may be. 

We also know that this is not the only solution to a problem that 
we face in competing against low-cost foreign competition. 

Thank you. 

Mr. Garuines. Any questions? 

Thank you. 

Anything else you want to present for the record ? 

Mr. Ricumonp. I would like to present a copy of our application 
before the United States Tariff Commission. 

Mr. Gatuines. What part do you think would be advisable to go 
in the record? Any tables in there that you think advisable to aa 
specifically ¢ 

Mr. Ricumonp, I left out a great deal of important information, 
unfortunately, because of lack of time. This document is short, al- 
though it is a little longer than maybe you would like to put in the 
record. I think it should be inserted complete. Otherwise, the im- 
pression might be misconstrued if only segments of it were put in. 

Mr. Garuines. We will hold this then. 

Mr. Ricumoxp. May I leave copies, if you would like them for mem- 
bers of your subcommittee / 

Mr. Garuines. We would like to have them. 

Mr. Ricumonp. Thank you very much. 

Mr. Garurnes. Mr. Turner is next. 


STATEMENT OF LAWSON W. TURNER, JR., EXECUTIVE VICE PRESI- 
DENT OF N & W INDUSTRIES, INC., LYNCHBURG, VA. 


Mr. Turner. My name is Lawson W. Turner, Jr. I live in Lynch- 
burg, Va. I am executive vice president of the N & W Industries 
in Lynchburg, manufacturers of men’s, boys’, ladies’, and misses’ 
work, sport, and play clothes. 

I am also president of the Southern Garment Manufacturers Asso- 
ciation with headquarters in Nashville, Tenn., and I appear here in 
that capacity in support of H. R. 8658. 

The Southern Garment Manufacturers Association is a trade asso- 
ciation for the manufacturers of work clothes, the sportswear lines, 
and the children’s play clothes, also certain items of women’s apparel 
that can be made in our plants over the same machinery a pro- 
duction lines that our men’s and boys’ apparel are made over. 

This association numbers in membership of approximately 350 
manufacturers located in all of the States of the Atlantic and South- 
ern and Southwest and some of the Middle Western States and 
some of the Far Western States. The total employment represented 
here by me is approximately 200,000 employees. 

For many a year our industry has been increasingly disturbed 
because’ of the imports of foreign-made apparel, particularly men’s 
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and boys’ shirts and ladies’ blouses, and while these importations 
have been coming from various foreign countries, the greater bulk 
of it for the past and presently has been shipped to the markets of 
this country from Japan. 

The basis for the disturbance is the fact that these finished gar- 
ments are being retailed in this country, at prices ranging from $1 
to $12 a dozen under the prices the same garments made in the 
American garment plants are sold at. 

Now, one of the explanations available to us at the moment for this 
disparity in retail price is the fact, we are reliably informed, wages 
in Japanese garments are not in excess of 12 cents an hour. 

I think the statement that Mr. Richmond made of 13 cents an hour 
was applicable only to textile mills. The 12-cent figure is applicable 
to garment plants. 

Whereas, here in the United States, operating on our 75-cent mini- 
mum wage, the average wages in American garment plants have been 
substantially in excess of a dollar per hour. And with the effective- 
ness of the $1 minimum-wage law which becomes effective on March 1, 
the average wage in American garment plants will be even greater. 

It may be of interest to note the trend that has been taking place 
in these foreign imports. I know you have heard it over and over 
again, and I am not going to be repetitious. I merely want to point 
out the trend. 

According to press reports sent by Fairchild News Service from 
Tokyo on December 27, 1955, exports of cotton blouses and shirts, 
that includes dress, sport, and business shirts, to the United States, 
reached a high of 641,386 dozen in November, and the dispatch goes 
on to say that this compares with approximately 400,000 dozen in 
October, and about 500,000 dozen in September. 

It is my understanding that the December tigures are not yet avail- 
able but based on the imports into the United States of cotton blouses 
and shirts from Japan for the months September, October, and 
November, those are the latest, as given in the new dispatch, it is 
seen that this importation is presently amounting to approximately 
500,000 dozen of these garments per month or at the rate of about 
6 million per year. 

Skipping over some of my other data that I have here prepared, 
that is about 16.3 percent of the same production of like garments 
here in the United States as given by the Bureau of Census figures. 

Gentlemen, when we talk about 16.3 percent of total production here 
in the United States, that is a big slug. 

I am skipping here if you do not mind, sir. 

That has been covered by the blouse industry. 

Our industry and the members of our association are equally con- 
cerned with respect to the importation of cotton and ayathietic cloth 
from foreign countries, particularly Japan. We are reliably in- 
formed that this importation amounts to approximately 140 million 
yards in 1955, a gigantic increase over the importation of this same 
item in 1954 and an even greater increase over the imports of 1953 
as has been well demonstrated here and shown by other witnesses. 

For the information of the committee, as I am informed, few 
American importers are sales agencies by arrangement with manu- 
facturers and shipping agencies in Japan import these cheap goods 
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into the United States and are able to market them through certain 
retail channels at these low prices which, of course, pull down the 
market price of the American-made goods. 

The situation is becoming of such magnitude that more and more 
garment manufacturers fear that they will be forced to purchase their 
piece goods and cloth from agencies that deal in imported cloth from 
Japan and other foreign low-wage countries, in order to meet the 
competition that is being afforded by those who have already elected 
to buy either the finished garment or the cheap piece goods and manu- 
facture garments therefrom, which go into the retail markets in com- 
petition with garments made from American piece goods. 

I should like to emphasize, if it be necessary, that the American 
garment manufacturers are today struggling with this continually 
mounting threat to this business. We, therefore, desire to support 
those provisions of H. R. 8638 which would limit the importation of 
foreign made finished goods and piece goods into the United States 
in order that the garment manufacturing industry and the textile in- 
dustry might be protected from this annihilating competition. 

Thank you kindly. 

Mr. Jones. Does the law require that the finished product bear a 
label showing that it is made of imported textiles? 

Mr. Turner. Sir, as I understand the law, if the end product is 
made in the United States, it must bear the label. If just the cloth 
is made and imported into these States, under present law it does not 
have to be so labeled. However, that does bring up a very interesting 
point in that even the end products, the finished garments, the shirts, 
are being labeled in such an obscure manner that it is practically im- 
possible for the consumer to pick it out from American-made goods 
on the retail counters of our stores. 

Mr. Jones. I have seen in some of the products, for instances sheets, 
pillow cases, undershirts, and stuff like that, where it said, “Made in 
Japan.” I just wondered how far that went, say, on a sport shirt if 
the textile is imported and then manufactured here. How is this 
handled ¢ 

Mr. Turner. They came directly from Japan, that is an end prod- 
uct, sir. If the cloth came from Japan, it need not be so labeled. 

Mr. Jonss. In other words, you could buy the cloth and muke it up 
in your factory ¢ 

Mr. Turner. No one would ever know. On sport shirts if you care 
to try to find the label, “Made in Japan,” you will probably have to 
look in the tail of the shirt and there you will find a label approxi- 
mately one quarters of an inch by a quarter of an inch. 

Mr. Jones. Just like this label on this napkin we have here today ? 

Mr. Turner. Smaller than that. That is a large label compared 
to most of the sport shirt labels. 

Mr. Garuines. Any additional statement that you would like to in- 
clude in the record, you are privileged to do so without objection. 

Mr. Turner. No other statement, sir, except for the fact that I 
am a manufacturer. I do know this, that what is good for American 
farmers is good for the American manufacturer, and I will support 
any legislation that will help the farmer. 
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Mr. Gatuines. At the same time you are going to keep your men 
working, if you can continue in the manufacturing industry. 

Mr. NER. That is the rest of my statement. If it were not for 
the American farmer, I would not be in business. 

Mr. Jenninos. I have had occasion to use his N & W Industry 
products. They are very good for the American farmer. 

Mr. Turner. I thank you kindly, sir. 

Mr. Garuines. We will stand adjourned until 10 o’clock in the 
morning. 

(Whereupon, at 5 o’clock p. m., the committe adjourned to recon- 
vene at 10 o’clock a. m., Tuesday, February 7, 1955.) 
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TUESDAY, FEBRUARY 7, 1956 


House or REPRESENTATIVES, 
Com™Mopiry SuBCOMMITTEE ON CorTon, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 1310. 
New House Office Building, Hon. E. C. Gathings (presiding). 

Present: Representatives Gathings (presiding), Poage, Aber- 
nethy, Johnson, Jones, Jennings, and McIntire. 

Mr. Garuines, The committee will come to order. 

The first witness this morning is the Assistant Secretary of Agri- 
culture, Mr. Earl Butz. He will be accompanied by Mr. F. Marion 
Rhodes, Director of the Cotton Division and Gus Burmeister, Assist- 
ant Administrator, Foreign Agricultural Service; and Robert C. Sher- 
man, Director of the Cotton Division, Foreign Agricultural Service. 

We will be glad to hear from you now. 


STATEMENT OF EARL BUTZ, ASSISTANT SECRETARY OF AGRICUL- 
TURE, ACCOMPANIED BY F. MARION RHODES, DIRECTOR OF 
THE COTTON DIVISION; GUS BURMEISTER, ASSISTANT ADMIN- 
ISTRATOR, FOREIGN AGRICULTURAL SERVICE; AND ROBERT C. 
SHERMAN, DIRECTOR OF THE COTTON DIVISION, FOREIGN 
AGRICULTURAL SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. Burz. Mr. Chairman and members of the subcommittee, H. R. 
8658 would amend section 407 of the Agricultural Act of 1949 so as 
to direct the Commodity Credit Corporation to use its existing powers 
and authorities to sell such quantities of cotton for export at such 
competitive prices as will reestablish and maintain for United States 
cotton its fair share of the world market, said volume to be determined 
by the Secretary of Agriculture. 

The bill would also establish a maximum import quota for manu- 
factured cotton products at a level not in excess of 150 per centum of 
the average annual quantity of such manufactured cotton products 
imported during the 2-year period 1953-54, with a proviso that not to 
exceed 30 per centum of such quantity might be entered during any 
calendar quarter. 

The bill would also amend section 344 of the Agricultural Adjust- 
ment Act of 1938, as amended, so as to increase the national cotton 
acreage allotment in an amount not to exceed 1 per centum of the na- 
tional allotment, such additional acreage to be used to the maximum 
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extent practicable to increase the allotment of any farm to a minimum 
equal to the smaller of 4 acres or the highest number of acres planted 
to cotton during any one of the 3 years immediately preceding the 
year for which such allotment is determined. The additional acre- 
age authorized would not be taken into account in the establishment 
of future State, country, or farm acreage allotments. 

H. R. 8322 contains substantially the same provisions as H. R. 8658 
with regard to sales of cotton for export and restrictions on the im- 
port of textiles. The principal differences between the two bills in 
this respect are: (1) H. R. 8322 would limit imports of textiles to 150 
percent of the average annual quantity imported during a repre- 
sentative 2-year period determined by the Secretary of Agriculture, 
whereas H. R. 8658 specifies the 2-year period 1953-54; and (2) H. R. 
8322 would limit textile imports in any calendar quarter to not more 
than 25 percent of the annual quota, while H. R. 8658 would fix the 
limit at 80 percent. H. R. 8322 does not contain the proposed amend- 
ment relating to minimum small farm acreage allotments. 

The Department recommends against enactment of these two bills 
for the reasons set forth below. 

On August 1, 1955, cotton stocks in the United States of about 11 
million bales constituted over half of the total world supply. It is 
estimated that our stocks will rise to something over 14 ee bales 
on August 1, 1956. 

The current level of domestic consumption is somewhat higher than 
a year ago, but exports during 1955-56 are expected to decline by 
around a million bales from the low level .of 3.4 million last season. 
It is obvious, therefore, why we are greatly concerned regarding 
the competitive position of United States cotton in the world market. 

In order to improve this position, the operant recently inau- 
gurated a program under which up to 1 million bales of the shorter 
staple lengths are being offered for sale for export on the basis of 
competitive bids. 

Discretion is being exercised in the operation of this program with 
a view to avoiding world price disruption and maduaiah interference 
with regular marketing programs. Considerably over 600,000 bales 
have been sold at prices averaging about 8 cents below the domestic 
support level. 

e€ program is operating in a satisfactory manner and prices 
throughout the world have tended to stabilize since the program bowie 
on January 1. 

It is the intention of the Department to take whatever steps may 
be necessary toward making all qualities of United States cotton more 
compenitin in the world market. Legal authority for such action al- 
ready exists, and the two proposed bills would not change this author- 
ity except to make its use mandatory. 

We believe that an export sales program can be operated more 
successfully if the Secretary is permitted to retain the discretion that 
he has under existing legislation. The proposed amendment would 
remove a part of this discretion and might thereby make the successful 
operation of such a program difficult. 

Those sections of the bills which would establish import quotas on 
textiles are not needed to implement import controls because there is 
already ample authority for this purpose under section 22 of the Agri- 
cultural Adjustment Act, as amended. 
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The Department has just completed an investigation of the effects 
of imported cotton goods under the provisions of section 22 of the 
Agricultural Adjustment Act, as amended. United States exports of 
cotton goods in 1955 were equivalent to about 530,000 bales of cotton. 

Imports of cotton textiles for 1955 were equivalent to 130,000 bales, 
and the largest exporter of these textiles, Japan, purchased 653,000 
bales of United States cotton. 

Domestic mill consumption continues at a high level. For the last 5 
months of 1955, consumption exceeded the rate during the same period 
a year earlier by 6 percent. These and other factors indicate a healthy 
industry, and we found no indications that imports were reducing 
substantially the amount of cotton being processed in the United 
States. 

Should any sales program required under the proposed bills, or 
any other developments, increase the quantities of textile imports to 
the extent that departmental programs are threatened with inter- 
ference or the quantities of United States cotton processed in the 
mills of this country tend to be reduced, the provisions of seetion 22 
would provide adequate authority for remedial action. 

It also apears that should there develop concentrations of textile 
imports within any yarn number or group of yarn numbers within 
schedule 9, recast 904, of the Tariff Act of 1930, section 7 of the 
Trade Agreements Extension Act of 1951, as amended, known as 
the escape clause, offers an adequate avenue of protection for any 
given segment of the textile industry. 

We are all keenly aware that cotton farmers have been called upon 
during the past 2 years to make drastic reductions in the acreages 
planted to cotton on their farms, and that a further reduction is to be 
made under the 1956 allotment. 

In 1953, farmers harvested cotton from 25.2 million acres, while this 
year the national-acreage allotment is only about 17.4 million acres. 

A new record-high yield per acre was established in 1954, when 
controls were reinstated for the first time since 1950, and a new record 
was again established in 1955. 

Thus, the impact of the severe acreage reductions has now been 
softened for most farmers, but not necessarily to the same extent for 
small cotton farmers, by intensified production efforts which have 
resulted in the production of nearly as much cotton under the acreage 
allotment and quota program as was produced when there were no 
restrictions on cotton acreage. 

These new production records on the reduced acreage, coupled with 
a Sharp decline in exports during recent months, have resulted in a 
total deaneitio supply of cotton for this marketing year of approxi- 
mately 26 million bales. 

As previously mentioned, on August 1 of this year it is now estimated 
that we will have on hand about 14 million bales, which is about 2 
million’ bales in excess of present estimates of domestic consumption 
and export under present conditions. 

We cannot foresee the supply situation for the 1957—58 season ; how- 
ever, it would appear that no action should be taken to increase the 
national allotment for 1957 and subsequent years unless there are other 
developments in the near future which will substantially decrease our 
present stocks of cotton. 
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Under provisions of law which were in effect from 1938 through 
1954, the county committee was required to give special treatment to 
farms with small acreages of cotton. 

The act provided that the county allotment—less the county acreage 
reserve—would be used, first, to establish allotments for each farm 
on which cotton had been planted during any one of the preceding 
years in an amount equal to the smaller of the highest acreage planted 
on the farm during these years or 5 acres. 

Public Laws 290 and 690, of the 83d Congress, added new pro- 
visions which, beginning in 1955, authorized the county committee to 
continue to establish farm allotments as in the past or to use an entirely 
different procedure. 

The new provisions of law authorized the county committee, with 
the approval of the Secretary of Agriculture, to establish farm al- 
lotments on the basis of the acreage planted to cotton on farms during 
the preceding 3 years rather than on the so-called cropland-factor 
method. 

Where the county committee elected to use the new so-called his- 
torical basis for establishing farm allotments, the law authorized the 
county committee to decide whether it would also give preferential 
treatment to small cotton farms by using the county allotment—less 
the reserve—first, to allot to each farm the smaller of the highest 
acreage planted to cotton during the preceding 3 years or 5 acres. 

In 1955, out of the 1,087 cotton-producing counties in the United 
States, 984 county committees recommended using the historical 
basis, and of this number, 93 elected to establish minimum farm 
allotments. 

For 1956, 1,019 counties are using the historical basis for establish- 
ing farm allotments, and only 69 of this number elected to establish 
minimum farm allotments. 

In the 73 counties where 1956 farm allotments have been established 
on the cropland-factor basis, minimum allotments have, of course, 
been established. 

We recognize that in many counties the small cotton farmers are 
having a difficult time attempting to produce cotton on very small 
acreages. However, in view of the present supply situation for 
cotton, we do not favor legislation which would increase the allotted 
acreage above the amount provided for by the national acreage 
allotment. 

Many farms which are originally allotted less than 5 acres receive 
additional allotment from the county committee as soon as the 
operators of other farms release cotton allotment which they do not 
intend to use. 

In connection with the 1954 crop, 555,834 acres were released and 
reapportioned to other farms, and for the 1955 crop 293,100 acres were 
released and reapportioned. 

It is our belief that the release and reapportionment provisions have 
been used in the past to give needed relief to many of the small cotton 
farms and that these farms will continue to benefit from the acreage 
made available through this procedure. 

Let me repeat that the Department is vitally interested in the small 
cotton farm. In administering the present law we have instructed 
and encouraged the State and county committees to use their reserve 
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acreages to adjust the allotments for these farms, and from our infor- 
mation the committees have done a good job on this for 1956. 

It is estimated that the full 1 percent of the national allotment 
would be required for 1957 if allotments are proclaimed for that crop. 
Until our present stocks of cotton can be reduced to manageable 
levels and production can be brought in line with current require- 
ments, or until other changes are made in the law specifically to 
accomplish these objectives, the Department cannot recommend the 
additional acreage for providing minimum farm allotments that is 
propre in H. R. 8658. 

Mr. Garuines, Thank you, Mr. Secretary. 

I would just like to ask if you had available the reserve percentages 
that have been held back at State levels, across the belt—Just what 
has been the general pattern of the reserves held at the State level 
which the present law provides that they can hold up to 10 percent? 

Do you have that? 

Mr. Butz. May I call on Mr. Rhodes, who is Director of our Cotton 
Division in the CSS, for those data? 

Mr. Ruopes.. If 1 understand, Mr. Chairman, you want to know 
what percent each State has withheld in 1956. 

Mr. Garuines. Just roughly, and then we would like to ask that 
you put that in the record. 

But if you would just give us the picture generally, as you go 
through there, give us a rough idea just what was the percent held 
in the various cotton-growing States. 

Mr. Ruopes. The State of Alabama held up 71% percent of the 
State reserve; Arizona held up 3 percent; Arkansas 3 percent; Cali- 
fornia, 5 percent; Florida, 10 percent; Georgia, 5 percent; [llinois, 
10 percent; Kansas, 10 percent; Louisiana, 8 percent; Mississippi, 3 
percent; Missouri, 314 percent; New Mexico, 10 percent; North Caro- 
lina, 6 percent ; Oklahoma, 15 percent ; South Carolina, 5 percent ; ‘Ten- 
nessee, 4 percent; Texas, 10 percent; and Virginia, 3 percent. 

Mr. Garutnes. Of those percentages how much was held back 
for the small farmer? I just wondered if you could furnish that, 
Mr. Rhodes, tables showing the various States, just what was held 
back for the various purposes set out in the act—there are six different 
purposes that this acreage can be used for. Can you supply that 
information ? 

Mr. Ruopes. That is correct and we can provide it. We can give 
you the total reserve in each State and then the amount that was 
assigned to trends, abnormal conditions, small farms, new farms, 
inequities and hardships and corrections and for “lates” and that sort 
of thing. 

We could give it all to you, I think, in as much detail as you want. 
Of course, there is still a little bit left in States that have not been 
assigned to counties. As you are aware that they can hold back a little 
bit to correct errors. That is so infinitesimally small that it would 
not be important. 
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(The data requested above is as follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
CoMMopITY STABILIZATION SERVICE, 
Corton DIvIsIoN, 
Washington 25, D. C., February 8, 1956. 
Hon. BE. C. GATHINGs, 
House of Representatives. 


Dear CONGRESSMAN GATHINGS: In accordance with your verbal request on 
February 7, there are enclosed two copies of a tabulation showing the manner 
in which each State committee reported its intentions for using the State reserve 
under section 344 (e) of the Agricultural Adjustment Act of 1938, as amended. 

The breakdown of the reserves is labeled “tentative” because under the 1956 
program regulations the State committees are authorized to make minor shifts 
in the acreages originally established for small farms, new farms, inequities and 
hardships, and corrections, “lates,” etc. 

Please call on us again if you have any further question in this regard. 

Sincerely yours, 


F. Marton RuwopeEs, Director. 
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Mr. Garuines. I think the Department did a much better job in 
holding back these reserves. 

How much was held for trends? 

Mr. Ruopes. Materially less this year. Several States, for instance, 
Alabama, Arkansas, Illinois, Mississippi, Missouri, Texas, Virginia, 
‘Tennessee, did not use any of theirs for trends, in those States. 

The other States used materially less this year than they have in 
prior years in speaking in general terms. 

Mr. Garutnes. In some instance, there is a need for having it 
available for new areas that have just gone into cotton, new areas that 
have just been developed. 

Mr. Poace. “New growers” is a different category. 

Mr. Ruopes. That is right. 

Mr. Garuines. I am speaking of an area that had gone in as a 
result of flood-control projects, and the State committees may have 
looked into those areas a little better and held some acres for these 
farmers. 

Mr. Ruopes. Our experience, I might add, is that after having been 
in quotas for 2 years, your need for trends gets progressively less— 
the longer that you have been under a control program. We think 
our State committees were correct in using less acreage in 1956 for 
trends than they had used in 1954 and 1955. 

Mr. Gatrutnes. Do you have the information on what the States 
have held back for small growers? 

Mr. Ruopes. Yes, sir. 

Mr. Gatuines. For the current year, 1956? 

Mr. Ruopes. Yes, sir. 

Mr. Gatutnes. Could you furnish that for the record or would you 
read it into the record ? 

Mr. Ruopes. For new growers or small farms, which ? 

Mr. Garuines. Small farms. 

Mr. Ruopes. Small farms? 

Mr. Gatutines. Yes. 

Mr. Ruopes. If you would like I can give you the percentage of the 
total State reserve. Alabama used 90 percent of it or 69,183 acres 
for small farms. 

Mr. Garuines. Just the percentages—what we would like to have. 

Mr. Ruopes. Just the percent of the State reserve ? 

Mr. Garurnes. Yes. 

Mr. Ruopes. Ninety percent in the case of Alabama. Arizona 
did not use any. Arkansas used 653, California 20. 

Mr. AsernetHy. That does not mean anything without knowing 
how many acres it was. 

Mr. Ruopes. I can give you both. 

Mr. ApernetHuy. We do not know how much they reserved. 

Mr. Poace. He just gave it to you a moment ago. 

Mr. Asernetuy. We do not know what the rest of them are. You 
ask now that he — the percentage of the reserve. 

Mr. GaTHInes. a bet che ven us the reserve. 

Mr. ABERNETHY. "Tn do not know whether they reserved anything 
or not. 

Did he read Texas—how much was it ? 

Mr. Ruopes. Ten percent. 

Mr. Poaae. It was for 1956. 
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Mr. Apernetuy. I beg your pardon. That was for 1955, I thought. 

Mr. Gatruines. If you would give us that information now. 

Mr. Ruopes. The percent only or both ? 

Mr. Gatrutnes. We would like to have the table printed in the 
record, but we would like at this time to have you give us just the per- 
cent of the reserve that had been held back for small farms. 

Mr. Ruopes. We got down as far as Georgia, I believe. Georgia 
used 38 percent. 

Mr. Jones. How about Florida? 

Mr. Ruopes. Florida used 65 percent of their State reserve; 
Georgia 38 percent; Illinois 30 percent; Louisiana 28.7 percent; Mis- 
sissippi, 43.3 percent; Missouri used 85 percent; New Mexico, 21.3 
percent; Oklahoma, 16 percent; South Carolina, 33 percent; Ten- 
nessee, 88 percent; Texas, 34.4 percent; and Virginia 85 percent. 

Mr. Jones. How about North Carolina? 

Mr. Ruopes. North Carolina, did not use any. 

Mr. Anernetuy. That is all they have got in small farms. Is that 
not true ¢ 

Mr. Jones. They only reserved 6 percent. 

Mr. Ruopes. They reserved 6 percent. 

Mr. Aperneruy. They would have reserved it from the small 
farmers—that is the only place they had to get it. 

Mr. Ruopes. I think that is correct. They used 83 percent for 
trends and the remaining 16.7 for inequities and hardships. 

Mr. Garuines. Mr. Secretary, or Mr. Rhodes, I wondered if you 
could give us the information as to the States that would take under 
the 4-acre provision in order to bring them up to 4 acres or the highest 
pleas which States would require additional acreage in order to 
wring them up to 4 acres or highest planted in 1956. 

Mr. Ruopes. Four acres or highest acreage planted in the last 3 
years, 

Mr. Garutnes. Yes. 

Mr. Ruopes. We do not have this information based on 1956 allot- 
ments, but we have it based on 1955 which I think for all practical 
purposes would give you the same answer. 

Mr. Gatutines. About the same. Would you give us that informa- 
tion and then we would like to ask that all of these tables be placed 
in the record, without objection. 

Mr. Ruopes. You want the number of farms we estimated to be 
affected or just the names of the States? 

Mr. Garurnes. Just the States, and it would not hurt any to just 
read that off, if you have the information readily available. 

Mr. Ruopes. Our estimate of the study we made based on the 1955 
allotments that the following number of farms by States would 
be affected by a provision of this type: 

Alabama, there would be 27,840 farms affected; Arizona, 82 farms; 
Arkansas, 4,252 farms; California, none; Florida, 4,860 farms; Geor- 
gia, 19,594; Illinois, 147; Kansas, 1; Kentucky, 519; Louisiana, 10,354; 
Mississippi, 36,934; Missouri, 1,492; New Mexico, 100; North Caro- 
lina, 51,071; Oklahoma, 1,357; South Carolina, 20,681; Tennessee, 
20,909; Texas, 12,666, and Virginia, 5,525. 

Mr. Asernetuy. Would you give us California, Arizona, and New 
Mexico again? 
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Mr. Ruopes. California was none, Arizona was 82, and New Mexico 
was 100. 

I would like to point out there would be a slight variation, I am cer- 
tain, of any 2 years and it would be some slight because our 1956 allot- 
ment is smaller by about 600,000 or 700,000 acres than 1955, but there 
would no doubt be somewhat more but in the same relative position. 

Mr. Gatruines. What would you estimate the total acreage that, 
would be required ¢ 

Mr. Ruopes. To bring these up to 4 acres or the highest acreage 
planted we estimated would take 257,844 acres. That is what our study 
showed. 

Mr. Asernetuy. That was based on what would be required to sup- 
plement the use of State reserves? 

Mr. Ruopes. That is correct. This was a study made after we had 
already allocated the 18.1 million acres. 

Mr. AsernetHy. And this bill does not by any sense contemplate 
that there would be an extra national allotment of such a quantity. 

This bill contemplates that there would be not to exceed 1 percent of 
the national allotment which under no circumstances this particular 

ear, would be more than one-hundred and seventy-odd thousand acres. 
hat is right, is it not? 

Mr. Ruopes. That is my understanding. 

Mr. Garutnes. Of that 170,000 acres, what would you estimate 
comes from these States? You have enumerated several. How many 
bales of cotton would that represent, just roughly? What would be 
the pounds per acre of cotton production in those particular States 
based on an average of some few years? 

Mr. Ruopes. Ninety to one hundred thousand. One hundred thou- 
stand would be my guess. I like round figures when I guess like this. 

Mr. Gaturnes. That would not be a large number of bales of cotton, 
would it, in comparison with the total production in this country ¢ 

Mr. Ruopes. No, 100,000 is not large compared to 14,500,000 that 
we had this past year. 

Mr. Gatutnes. It would though, however, affect an awful lot of 
individuals. It would be most beneficial to many farmers, would it 
not ¢ 

Mr. Ruopes. I think, Mr. Chairman, there is some question on how 
many of them would be brought up with 1 percent. I think if you 
take 1 percent and State and counties know they are going to get it 
ahead of time, they will not go ahead and make a lot of the adjust- 
ments that were made for small farms. They will wait and get the 
1 percent extra that they will get and use it for the same purposes 
for which they are now using part of their State and county re- 
serves for in my opinion. 

Mr. Gaturnes. That would be over the long pull. That would be 
the long-range. 

Mr. Asernetuy. May I ask a question along this line? 

Mr. Gatutnes. Go ahead. 

Mr. Aserneruy. I think it would be appropriate to ask these 
questions now. Of course, we are all interested in this primarily. 

Mr. Secretary, as I interpret your statement, where you have de- 
tailed the provisions in the law prior to the amendment of a few 
years ago, you have indicated that if the counties desire to exercise 
their option of operating under the county factor method, that they 
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could be this method have taken care of this particular 4- or 5-acre 
problem. 

That, in substance, is what you have said, is it not? 

Mr. Butz. Yes, sir. They could have gone a long ways toward 
taking care of it. 

Mr. Apernetuy. Gone a long ways toward it. You have forgotten 
that the Department came over and recommended that the entire 
program be changed over to a history program. Have you not for- 
gotten that. That is right, is it not, Mr. Rhodes. 

Mr. Ruopes, Yes, sir; and I still recommend it. 

Mr. Apernetuy. No need to elaborate on it. You have forgotten 
that your Department came over and recommended that we divert 
strictly to a history program. 

Inasmuch as you recommended that we switch over to a history 
program, you had to find that that particular method was not and 
would not work in these particular areas. 

Does the Department now take the position that these counties 
which could not live under the county factor program should now 
go back to it? Is that the Department’s position now ? 

Mr. Butz. We haven’t taken a position on it. 

Mr. Asernetuy. That is what your statement indicates. 

Mr. Butz. The statement indicates that under the option they 
now have the counties could, had they chosen this method, have 
alleviated this. 

Mr. AnerNetuy. That is right. Do you recommend that they do 
that ¢ 

Mr. Burz. Well, under existing legislative authority they can do 
it if they choose. 

Mr. Apernetuy. I realize that but do you recommend it? You 
previously recommended that the entire county factor method be 
wiped out. You sent witnesses to this committee which sat in the 
well of this committee and recommended that it be wiped completely 
out, and another method substituted. 

Now, do you wish to take the position that we should go back to this 
old method which you previously recommended, a year or two ago, 
should be wiped out? 

Mr. Butz. We have no position on that at the moment one way or 
the other; that is my understanding. 

Mr. Anernetuy. That would be convenient. That would be con- 
venient to take no position now. 

On page 6, the last sentence on page 6, in the first paragraph, you 
have stated: 

In the 73 counties where 1956 farm allotments have been established on the 
cropland-factor basis, minimum allotments, of course, have been established. 

Where are those counties located? Are they located in small farmer 
areas or not? 

Mr. Butz. Can Mr. Rhodes answer that? He administers that pro- 
gram. 

Mr. Raopes. I think I can. 

Mr. Asernetuy. Where are they located? 

Mr. Ruopes. Alabama has 2; Arizona, 4; Arkansas, 4; Georgia, 1; 
Louisiana, 5; Mississippi, 12. 

Mr. AperNeTuy. Where are those 12? 
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Mr. Ruopes. In the Delta, 

Mr. ABERNETHY. Why, sure. 

Mr. Ruopes. Missouri, one, 

Mr. AsernerHy. Where are those four in Arkansas? 

Mr. Ruopes. I know two of them are Crittenden and Mississippi. 
Where the other two are, I imagine they are over in the St. Francis 
River. 

Mr. Asernetuy. What kind of farming? 

Mr. Ruopes. Crittenden and Mississippi is Delta. 

Mr. AnernetHy. Biggest cotton county in the world. 

Mr. Ruopes. Biggest acreage. 

Mr. Aserneruy. Yes; biggest acreage. 

Now, Mr. Secretary, with all deference, I just think that it is not very 
complimentary of the Department to come here and say, in 73 counties, 
where they have used the county factor method they established min- 
imum allotments. 

Of course, they have, because there are no minimum allotments to 
be established there. They are all large farmers, and I am glad they 
have them. 

But the position of the Department on this is somewhat amusing, 
especially when you try to tell me that you are sympathetic with this 
small-farm problem. If you are sympathetic with the small-farm 
prowlem, then you would either endorse, in my judgment, what this 

ill proposes for them, or you would come up with an alternative. 

But you just turn it all down. You say, no, we are in bad shape 
now and we cannot do this. 

I will tell you what you did do: About 3 years ago, when they had 
a problem with our western big-farm triends in California, and Ari- 
zona and New Mexico—in California where they do not have a single 
4-acre farm, and where they have only 82 in Arizona and 100 in New 
Mexico, you approved of legislation which took acreage from these 
little folks in my section and shifted it out to the big operators. 

But now you say to the little ones, you have to bear your own load, 
use your own reserves. All we ask for is a measley 160,00 or 170,000 
acres—that is all—which would produce according to your own sub- 
ordinate’s testimony only 90,000 bales of cotton. 

I am just disappointed that you did not say, “Well, we do not ap- 
prove of this method, or we will take another look at it; we will find 
something we can do about it.” 

Mr. Butz. Could I point out again what Mr. Rhodes said a moment 
ago and I hope he will elaborate on it again. 

Mr. ApernerHy. Sure. 

Mr. Butz. There is danger if we have this one percent additional 
reserve here that it will be used to displace the reserve that is now 
used to alleviate the distress that you mentioned. 

Mr. Asernetuy. Let us agree that is true. 

Mr. Burz. I think it might be helpful to have Mr. Rhodes speak 
on that. 

Mr. Asernetuy. Let us agree that is true. I do not want to be 
rude and I hesitate to interrupt. Let us agree that that is true. 

Who does the small-farm problem belong to? Does it belong only 
to the small farmers or does it belong to the cotton belt ? 

Mr. Butz. It belongs to all of us. We are intensely interested in 
this farm problem. 
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Mr. Apernetuy. It belongs to all of us. You are approving of a 
method in your statement that confines the solution to the particular 
county where it exists. 

Mr. Butz. But we have—— 

Mr. Aperneruy.'I have one county that I can-think of right now 
that has about 1,000 allotments in it. And over 900 of them have 
Jess than 5 acres of cotton. 

But you say, “Why you people did not use your reserve. You 
should have used the reserve.” 

Who are they going to reserve from? They cannot reserve from 
anyone but themselves and the acreage is not there from which to 
reserve. If there is a small-farm problem it does not belong solely to 
the neighbors of the small farmer. It belongs to the entire belt. Do 
you not agree with that ? 

Mr. Burz. Quite right. 

Mr. Anernetiy,. Then, now, if you agree with that, why do you 
not go along with us and make—not wale but suggest—that the en- 
tire belt help solve it? 

Mr. Burz. I think the acreage reserve program that we now have, 
which is determined on a State-by-State basis the way they use it, 
can move toward that objective. I think it might be helpful to have 
Mr. Rhodes explain again how those reserves are used in some of the 
small farm States to help the smal! farmer. 

Mr. Anernetuy. Mr. Rhodes cannot tell me anything about how 
these reserves are used. I know more about it than he does. He is 
from the Missouri Cotton Belt made up of big farms. I live in a little 
hill section. He cannot tell me anything about it. 

Mr. Butz. You will have to show a Missourian. 

Mr. Anernetriy. I have lived 13 years with this thing. I love 
“Dusty” Rhodes but I know just as much about this as he does. In 
fact, I know more. I would like to tell “Dusty” something about it. 

That is all, Mr. Chairman. 

I wish you would look at it again; I sure do. 

Mr. Ruopes. I would like to point out one thing which I am sure 
Congressman Abernethy understands, but I do not think the record 
is clear on; that is these thousands—1,019 counties that went. on the 
history method have the privilege of setting up small-farm allotments 
the same as they do if they stay on the cropland method. On either 
method they can use up the entire reserve if they desire. 

Mr. Apsernetuy. Of course, they have it. Of course, they do. 
The reason they went to history was because if they did not they 
would have wrecked their neighbors. 

Now that, “Dusty,” is not right. I just want the record to be clear. 

Mr. Ruopes. That is right. In Louisiana and Florida and the 
Carolinas and certain parts of the belt that is certainly true. 

Mr. Apernetnuy. If they had done it, they would have wrecked 
their neighbors, would they not? 

Mr. Ruopes. In some States. 

Mr. Aznernetuy. That is right; that is right. 

Mr. Ruopes. Not in all States. 

Mr. Anernetny. No, of course not. Not in all States; of course not. 

But that is the reason we shifted to history, was it not, and the De- 
partment recommended it, did it not? 

Mr. Ruopes. Yes, sir. 
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Mr. Apernetuy. Why sure. 

Mr, Ruoprs. I am very happy that the Congress passed it. 

Mr. Asernetuy. Thatisright. Allright. 

Mr. Poace. Let me get this on the record, just to say there is at 
least one friend of the old cropland system. While I had no objection 
to allowing the choice that is now available under the law, and I 
think people ought to have a choice, and I think that the present law 
is good in that respect. Personally, I objected to the Department’s 
proposal to make everybody accept the historical basis when it was 
presented, and insisted that we at least give the counties the choice 
which we did, and which I think was exactly the right thing. There 
is only one of my counties that accepted it. . 

Mr. Ruopes. You have 37. 

Mr. Poace. The cropland basis, I mean. Only one of my own 
county is still on that. " 

Mr. Ruopes. Thirty-seven counties in Texas. I did not get that far. 

Mr. Poace. I do not have but six in my district. One of mine re- 
tained that system. The others took your system. I think they had 
a perfect right to. I am glad they have that choice available to them. 

do want to make it clear in the record that I would certainly op- 
pose any effort to try to deny, to the counties that want to maintain 
the cropland basis, that right. 

Mr. Gatutnes. The gentleman from Texas really has fought for 
the cropland basis. 

Mr. Poageg. I do not want to impose it upon anybody but simply 
want to maintain the right of any county that wants to keep it. 

Mr. Gatuines. I wanted to make the record straight on the point 
there that we had to come out with the Cooley bill in order to reach 
up in thin air and pull out additional acreage in order to bail these 
folks out when we were under cropland and did not have an oppor- 
tunity to elect whether to use one or the other. 

I just wondered if you would furnish us, Mr. Rhodes, with the 
export of cotton from the early twenties on down to date. What were 
the exports of cotton in 1922, 1923 and 1924, and along there? 

Mr. Ruopes. I think I can give it to you right now, if you would 
like. 

Mr. Garuines. I wish you would read that out. 

Mr. Ruopes. We will, if we start back with 1937; that is as far back 
as I have it with me. 

Mr. Garuines. What was it in 1937? 

Mr. Ruopes. In 1937 it was 5,595,000 bales; in 1938, it was 3,324,000 ; 
in 1939, 6,191,000; in 1940, 1,112,000; in 1941, 1,125,000; in 1942, 
1,480,000; 1943, 1,138,000; 1944, 2,007,000; 1945, 3,613,000; 1946, 
3,544,000: 1947, 1,963,000; 1948, 4,746,000; 1949, 5,771,000; 1950, 
4,108,000; 1951, 5,515,000; 1952, 3,480,000; 1953, 3,760,000; 1954, 
3,446,000. 

Mr. Garutnes. I think you will find that in the twenties, the early 
twenties, why we were exporting some 714 or 8 million bales of cotton. 

Mr. Surrman. I have the twenties here. 

Mr. Garutnes. I wish you would read that into the record. 

Mr. Suerman. These are crop years, beginning August 1, 1920: 
5,745,000 bales; 1921, 6,184,000; 1922, 4,823,000; 1923, 5,656,000; 1924, 
8,005,000; 1925, 8,051,000; 1926, 10,927,000; 1927, 7,542,000; 1928, 
8,044,000; 1929, 6,690,000; 1930, 6,760,000; 1931, 8,708,000; 1932, 8,- 
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419,000; 1933, 7,534,000; 1934, 4,799,000; 1935, 5,973,000; 1936, 
5,433,000. 

And I believe Mr. Rhodes began with 1936. 

Mr. Gaturnes. He came in right there. 

Do you have the information on the equivalent number of bales 
that the various synthetics represent by years. Could we get that 
in the record? 

Mr. Ruoves. I do not have any data on synthetics with me. 

ear I do not have it either. That could be furnished for the 
record. 

Mr. SHerman. We could give you current information. They ap- 
proximate 13 million bales of cotton for the world. 

Mr. Garuines. What about the United States? 

Mr. Suerman. The United States is something like 314 million, I 
believe, equivalent bales. 

Mr. Asnernetuy. Mr. Secretary, back to the first section of this bill. 
As I understand the position of the Department, the relief, which 
the cotton producer and the cotton industry of America seeks under 
the bill, it is the position of the Department that there are already 
provisions in the law which would get such relief. That was the 
substance of your statement, I take it. 

Mr. Butz. That is correct. 

Mr. Anrernetny. And section 22 is one of those media by which that 
relief may be had. That is what you said, was it not? 

Mr. Butz. Yes, sir. 

Mr. AsernetHy. Now, who administers section 22? 

Mr. Butz. Well, section 22, of course, any action under section 22 
must be taken after recommendation by the Department. 

Mr. Anernetuy. By the Department of Agriculture? 

Mr. Butz. To the Tariff Commission, that makes recommendations 
to the President. 

Mr. Asernetuy. But the recommendation would come from the 
Department of Agriculture? 

Mr. Burz. The initial recommendation, yes, sir. 

Mr. Asernetuy. Is it the intention of the Department of Agri- 
culture to recommend any relief under section 22? 

Mr. Butz. You speak now of this question of import cotton-textile 
products. 

Mr. Asprnetuy. That is what we are talking about, that is section 1. 

Mr. Burz. At the moment, sir, it is not our intention to do that. 
We are watching it very closely. It is difficult at the moment to es- 
tablish a case that injury is being done to the domestic mills. 

Mr. Aperneruy. Who in the Department of Agriculture heads up 
that particular study ? p 

Mr. Butz. That’work is initiated in our Foreign Agriculture Serv- 
ice under the direction of Dr. Burmeister, who is here today. 

Mr. Asernetuy. His department has already made its findings 
and recommendations, or shall I say, submitted its findings to the 
Secretary ¢ 

Mr. Butz. Yes, sir. 

Mr. Anernetuy. That was done how long ago? 

Mr. Butz. The last week or 10 days. 

Mr. Anertuney. That has been more than a week because it 


has been more than a week since I talked with Dr. Burmeister. 
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Mr. Butz. But his recommendations came to the Secretary between 
the last week or 10 days. 

Mr. Aserneruy. Is that right? I understood they had already 
gone 2 weeks ago. That is neither here nor there, That is a matter 
of a few days. 

That at the present time is on the desk of the Secretary, and I 
assume from what you say that it is rather difficult for you to find or 
for the Secretary to find that any damage is being done the textile 
industry as a result of these imports, and, of course, you will so 
recommend. 

Mr. Butz, Yes, we watch that very closely. If I could make a 
statement about that, I would like to. 

Mr. ABERNETHY. Yes, sir. 

Mr. Butz. In 1955, the imports of all cotton products was equivalent 
to about 130,000 bales of cotton. 

Mr. ABERNETHY. 19 what? 

Mr. Burz. 1955. In the same year, our exports of cotton products 
were the equivalent of approximately 530,000 bales of cotton. 

Mr. Apernetuy. May I interrupt you right there? 

Mr. Burz. Yes, sir. 

Mr. Avernetuy. Then you can take over again. 

If we balanced our cotton exports with our cotton imports, what 
would be the sense in having any cotton exports? That sort of policy 
does not make very good sense to me. 

Mr. Burrz. They are a very, very long ways from being balanced. 

Mr. Aprrnetuy. We are getting closer to a balance. 

Mr. Burz. Our exports are only about 

Mr. Anerneruy. I am not saying what they are. We are getting 
closer to a balance. 

Mr. Butz. We are moving in that direction. We are watehing it 
very carefully. 

Mr. Asernetny. All right. 

Now, if we are moving in that direction, and we could some day 
reach a balance, if this thing keeps up, we are going to reach it, from 
the way it looks, if these statements these people are making here are 
true—then what is the use; if we reach a balance there would be no 
point in having any exports at all, would there? 

Mr. Burz. Nobody has any intention of reaching a balance, Mr. 
Congressman. 

Mr. Asernetny. I know that but if we do reach a balance, there 

vould be no point in having any exports, do you not agree with that? 

Mr. Burz. Well, except 

Mr. Aperneruy, You can go ahead with your point there. 

Mr. Burz. May I continue the point, though, of this matter of 
es - & 
injury to the domestic industry here ¢ 

As I said, at the moment our exports are approximately four times 
our imports. Japan is one of the leading exporters to this country. 
Japan, likewise, is a leading importer of United States cotton. Last 
year they imported approximately 650,000 bales of United States 
cotton into Japan. 

Mr. Anernetuy. How much did they import from other countries? 

Mr. Butz. Do we have that here? 


Mr. Suerman. Their imports from the United States was 39 per- 
cent of their total. 
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Mr, AperNetuy. That is what I understood. So after all, they 
are buying more cotton from other sections of the world than they are 
buying from the United States and we produce half of the cotton. 
We do not even have half of the Japanese market although we pro- 
duce half of the annual yield. 

Mr. Butz. But they are still our major purchaser of cotton. 

Mr. ABERNETHY. That may be true. But if you are going to put it 
on the basis that they are buying so much from us then maybe you 
ought to also consider the fact that since we produce 50 percent of 
the cotton of the world, they might consider purchasing 50 percent 
of their requirements from the United States. That is the way I see 
it. 

Mr. Butz. We are making every effort to increase it, but to get 
back to this question of injury, though. 

Mr. Anernetuy. All right. 

Mr. Butz. Our domestic textile industry in November of 1955, just 
to illustrate, was based on an 80-hour workweek. It was averaging 
143 percent of capacity compared with 125 percent for the year 1954. 

Mr. ApernerHy. Why you know one reason for that? Oh, for 
i954. All right, I beg your pardon. 

Mr. Butz. And mill consumption of cotton, for example, during 
the August and December period, latter part of 1955, was 6 percent 
greater than a year earlier. 

Mr, Apernetuy. In 1955, you mean? 

Mr. Burz. Yes. 

Mr. AperRNETHY. You know the reason for that, do you not? 

Mr. Buz. Well, per capita consumption of cotton has picked up. 

Mr. Asnernetuy. The mmimum wage—do. you not think that had 
something to do with it? 

Mr. Butz. It was still continuing; the activities still continuing. 

Mr. ABERNETHY. But the minimum wage did not hit them yet. It 
will hit them pretty soon. 

Mr. Butz. When it does, we have this under very close and careful 
and continual advisement and if it appears that injury is being done, 
we will change our recommendation. 

Mr. Apernetuy. All right, sir. I may be wrong about the reason 
for that. I suspect that is what it is. 

Mr. Burz. It could well be, sir. 

Mr. AperNetHy. You say that only involved how much cotton, 
155,000 bales ? 

Mr. Burz. 130,000 bales of raw cotton, the equivalent of that 
amount, 

Mr. Aserneruy. And when you consider the overall economy and 
the quantity of cotton that we have and so on and so forth, it is 
the feeling of the Department that that is so infinitesimal and so small 
that it does not have any effect on the textile and coton economy of the 
country. 

Mr. Burz. Our domestic mills consumed something over 19 million 
bales last year. This 130,000 bales is an equivalent to less than 1 
percent. of the total United States crop. 

Mr, Apernetuy. All right, 

Mr. Burz. And only about 114 percent of total domestic mill con- 
sumption. 

73191—56——_-8 
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Mr. Asernetuy. You have agreed with what I have said by sub- 
mitting figures. Let us go back to that small farm problem that I 
was talking abovt a while ago. That is infittites! mal, too. It only 
involved 90,000 bales according to your own witness there. Why do 
you not apply the same criteria to the small farm problem? His is 
only a matter of 90,000 bales and these folks ought not to complain 
about it. It does not amount to anything. It is even less than—con- 
siderably less than this 150,000 bales imported. It is just a small 
matter. 

If you applied the same philosophy, and the same argument to 
the small farm problem, you would agree with section 2 of the bill 
right now, would you not ? 

Mr. Butz. No, sir, I will not. The items are not comparable. 

Mr. Asernetuy. No, they are not comparable because on involves 
our own folks and the other involves somebody else. 

Mr. Butz. There is a provision available for relief of the small farm 
problem if the county and State committees choose to take that avenue 
based on the best concept of American democracy. They have that 
choice just as Congresman Poage said a moment ago. 

Mr. Anernetuy. There is also provision of relief for these textile 
ao in section 22, but you won't do anything about it. 

Mr. Burz. Well, if it appears that injury is being done to the 
industry 

Mr. Apernetuy. We are trying to give you some authority to help 
these little ones, these small farmers, too, but you will not even take 
that. You could still—it is not compulsory. It just says you may 
reserve up to 1 percent. It does not say you must. It just says you 
may and you come here and say we will go along with that, even 


though it does not make us do anything. 
Mr. Butz. The opportunity is now there to help those small farm- 
ers if the county committees in your States choose to use it. 
Mr. ABERNETHY. You are going to make the small farmer help 
ew 


himself and that is typical of what T have heard out of the Department 
for a long time. That is just typical. 

Let us go back and see if this amounts to anything. In 1952 the 
imports of cotton cloth from Japan was 614 million square yards. 
In 1953, it was 32.2 million. In 1954, it was 49.5 million. For 1955, 
I understand it is 140 million. Does that mean anything to the 
Department ? 

Mr, Butz. Yes, sir, it means it is on the increase. 

Mr. Asernetuy. It sure does. 

Mr. Butz. We are watching it very carefully. We are in consulta- 
tion with the Japanese Fer on this item. 

Mr. Aperneruy. All right. According to this statement-—— 

Mr. Burz. We are reluctant, Mr. Congressman, to take any pre- 
cipitous action that will destroy a rather substantial export market we 
have for cotton. 

Mr. Asernetuy. I know, but I will agree with you there, but they 
are still importing more cotton from other folks than they are from 
us. I do not blame the Japanese people. I do not blame them at 
all. I would try to get the whole thing if I were them and if they 
keep on they will soon have it. 

Mr. Burz. I may say that Japan has voluntarily entered into an 
export control program too. 
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Mr. ApernetTuy. They have cut back from what towhat. We heard 
about that yesterday. Do you have those figures? 

Mr. Burmeister. They limit their exports to a prewar level. That 
is 150 million square yards. 

Mr. Apernetuy, It was what? 

Mr. Burmetsrer. Limit their exports to 150 million square yards. 

Mr. ABERNETHY. To what prewar level ? 

Mr. Burmeister. The pre-World War IT level. 

Mr. ApernetTuy. Oh, well, that goes back to a pretty touchy period. 
I do not want to comment on that. 

Mr. Burmeister. The Japanese selected that period themselves. 
This is purely a unilateral action on the part of the Japanese. 

Mr. AsernetHy. All right. Let us go into some more of these 
things. I do not know whether this is right or not. Somebody 
brought these figures up here. I do not keep the figures. You peo- 
ple keep them. 

In cotton velveteens Japan shipped to us 54,000 yards in 1954 and 
on it to 7 million in 1955. Does that mean anything, or is that 
wron 

Mr Burmetster. That is about correct. 

Mr. Asernetuy. That is about right. That is important enough 
to take into consideration in deciding what recommendations you are 
going to make under section 22. 

Mr. Burz. We have taken that into consideration. 

Mr. Anernetuy. You took that into consideration, all right. 

In sheets and pillow cases, 10.6 million units were imported from 
Japan in 11 months of 1955 against only 1.3 million in 1954. Was 
that taken into consideration, too ? 

Mr. Butz. Yes, sir. 

Mr. Apernetuy. That was taken into consideration ? 

Mr. Butz. Yes. 

Mr. Anernetiy. Towels, chiefly kitchen towels, 18 million units 
in 1955, an increase of 6 million over 1954—was that taken into 
eonsideration ? 

Mr. Burz. All of those figures were considered. 

Mr. AnErNetuy. That was considered. I just want to check them 
all over. 

I may not get to all of them. There were $13 million worth of 
cotton wearing apparel brought in in 1955, or through November, 
against $877,000 worth in 1954. I guess that was considered, or is 
that figure wrong ¢ 

Mr. Butz. I presume it is right. 

Mr. Anernetruy. Sir? 

Mr. Burz. I presume it is right. It is part of the aggregate 
figures. 

Mr. Averneruy. I do not know whether it is right or not. But if 
that was considered, all right. 

We had 3 million dozen blouses. You know that is a pretty sore 
one they tell me. That came in in 1955, against only 184,000, that 
is, 3 million against only 184,000 dozen. That was in 1954. And 
21% million, I understand, are under contract for shipment during 
the first quarter of 1956. I guess that was considered, too. 

Mr. Burz. Yes, sir; Mr. Congressman, you are picking out indi- 
vidual items here. 
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Mr. AzerNeruy. That is right. 

Mr. Butz. It comes back to the aggregate imports. 

Mr. Apernetuy. It does not come back to the aggregate import 
when I have a mill in my backyard with people employed Stee 
making this type of-commodity: > You know it does not. 

If you had one in your backyard that was making ladies’ blouses, 
you would be mad as a hornet. Of course you would, would you not ‘ 

Mr. Butz. In cases where you have injury to individual products 
like that, we have opportunity for relief under the escape clause. 

Mr. Anernetuy. We are not getting it. Are they getting it! 

_ Mr. Burz. If it can be demonstrated that they are being unduly 
injured. 

Mr. Aserneruy. Do you not think that an increase from 184,000 
dozen to 3 million dozen ladies’ blouses would be sufficient to demon- 
strate an injury ? 

Mr. Burz. It depends on what is.happening to the domestic industry. 
The figures show that it is running ahead of last year. The activity 
is substantially ahead, and cotton. utilization is ahead of last year. 

Mr. Asernetuy. I will tell you exactly what is happening. I can 
take you into stores right in this town where there is a difference of 
approximately a dollar per garment. I have seen them down in the 
Department of Commerce and in identical patterns. I have two of 
them—identical patterns, the same plaid, the same buttons, and one 
made in Japan, is a dollar cheaper than the other, made m the States. 

Which one will the woman buy? Which one would you buy? 

Mr. Butz. If they are comparable quality, obviously you would 
buy the cheaper one. 

Mr. Apernetuy. You would buy the one you can save a dollar on, 

Mr. Butz. Perhaps. 

Mr. Anernetuy. If that is not hurting 

Mr. Burz. Perhaps this gets back to one of the basic problems we 
face in the whole cotton industry and that is we have been following 
a price support program that has priced our cotton off both the 
domestic and foreign markets. 

Mr. Anernetuy. I have found out what all of this trouble is. It is 
all because of this price support program. Do you favor any kind 
of price support ? 

Mr. Butz. Indeed, we do. 

Mr. Aserneruy. How much do you favor, 75 to 90 percent. Would 
that solve it? 

Mr. Butz. It would move in the direction of making cotton—United 
States cotton again competitive. 

Mr. Asernetuy. I have heard that expression before—moving in 
the right direction. 

Mr. Butz. The National Cotton Council has recommended that. we 
must make our cotton competitive, price-wise and quality-wise in 
the 

Mr. Apernetruy. Are you going to recommend to these textile peo- 
ple if these farmers will reduce the price of their cotton in an increas- 
ing economy, if these farmers will reduce the price of their cotton, 
that will solve it. Is that what you are saying now? 

Mr. Butz. Not by itself, sir. This is a package program. 

Mr. Aperneruy. But you are suggesting that that would help 
solve it. 
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Mr. Bourz. No, sir, that would help. Do not put words in my 
mouth. It is part of a package program, involving a variety of 
things, that was recommended in the President’s pregas which the 
Agriculture Committee in the Senate has now under consideration. 

Mr. ApernerHy. How much would that amount to in the price of 
this shirt I have on? 

Mr. Burz. I cannot tell you, sir, but there is much more than 
cotton in the price of the shirt you have. 

Mr. Asernetuy. I do not want you to misunderstand this. I do 
not have a very broad vocabulary but it just does not make sense. 
How much would it amount to, if we reduced the parity price on 
cotton from 90 to 75—how much difference would it make in the 
price of this shirt—how much difference ? 

Mr. Butz. Not a great deal. I do not know how much the price 
of cotton is in your shirt. 

Mr. Asernetuy. Do you want to leave what you said in the record? 

Mr. Butz. Yes, sir. If price means anything, at the manufactur- 
ing level, something has encouraged our textile manufacturers to 
shift from a cotton fabric to a synthetic fabric. 

Mr. AnernetHy. Would it make a nickel difference in the price of 
this shirt ¢ 

Mr. Burz. Perhaps a nickel’s difference. I do not know the figure 
but at the level where a processor chooses between a cotton and syn- 
thetic fabric, both in this country and abroad, something has encour- 
aged the processor to take the synthetic fabric. 

Some may argue quality. The cotton people argue that cotton is 
superior and I am inclined to agree with that. 

Price has been the major determining factor to the point we now 
use approximately equivalent of 314 million bales of cotton, and 
world uses approximately 13 million equivalent of cotton for syn- 
thetie fibers. 

Mr. Anernetuy. Would not the Department agree to go back—take 
this statement and reconsider it, particularly on this small-farm 
problem. Since the one tuailieedl-ered WRF och Chbtiaheest Vale increase 
in imports does not amount to much in the Department’s opinion, then 
the nimety-odd-thousand for the small farms would not amount to 
much either. 

So I just hope you will go back and reconsider the small-farm pro- 
vision in the light of your position on the.imports. 

I am asking you to take it back and reconsider it and maybe you 
will go along with it. 

Mr. Butz. May I assure the Congressman that he need not apologize. 
I enjoyed that exchange very much and he has been very forceful in 
the way he has presented his remarks. 

Mr. Asernetny. I do have one other thing. I hope that when you 
tinish selling this 1 million bales of cotton which you are moving 
out pretty well, I think the entire Cotton Belt appreciates that, but I 
just hope you will not stop with that 1 million bales. 

You have a lot of stored cotton. Every time you fellows want to 
point a finger at us, you always tell us how much this storage is 
costing. You can eliminate that storage cost if you will just sell 
the cotton. I just hope that you will sell some more and put us back 
in a competitive position. 
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Mr. Butz. We are pleased, too, at the way this million bale sale is 
moving. 

Mr. AsernetHy. But it is not enough. 

Mr. Butz. We are going to do everything we can to make cotton 
competitive in the world markets. 

Mr. Poace. I appreciate the frank statement that the Secretar 
made there about the desirability of lowering the price of cotton. t 
want to comment on that. 

That is exactly the way I had understood the philosophy of the 
Department to be. You feel and I think we all agree that if we can 
lower the price of cotton in the world market that it becomes more 
competitive and consequently we can hope in the long run to sell more 
American cotton. 

I do not think we find any difference of opinion—I see Mr. Woolley 
who just came in—he agrees with that—and John Baker agrees with 
that—and it is one thing I hope that most all of us agree is a fact. 

Is not the difference of opinion then as to whether you can afford 
to destroy our farmers in the process of creating this competitive situ- 
ation? There are some of us who agree that we need greater com- 
petition in the world markets but that we can afford it only in the event 
we are Willing to pay the farmer the difference between the price that 
he has to take in order to make that cotton competitive, and a price that 
will keep him in business. 

Just what does the Department propose now? I know that last 
year it did not propose to do anything. Last year was not an election 
year and the Secretary stood right here and told us frankly that he 
proposed to make these things competitive; period. 

Now then, I understand that since the first of 1956, that the Depart- 
ment has suggested that maybe we ought to consider once more what 
is happening to the farmers. 

How are you going to add to that farmer’s income and make up the 
difference between 75 and 90 percent of parity ¢ 

Mr. Butz. Mr. Poage, I think nobody wants to destroy the Ameri- 
can farmer. 

Mr. Poser. If I said that you wanted to destroy him, I want to with- 
draw that. I wanted to say that you cmmheriaee the competitive posi- 
ore of cotton even to the extent of ignoring the income needs of the 

armer. 

Mr. Burz. It is difficult for me to accept all of that statement but I 
will accept part of it. 

Mr. Poaer. I would like for you to explain wherein I am wrong. 
Just what do you propose to do? 

Mr. Burz. As we sat here a year ago the commercial exports of cot- 
ton were moving at a rather vigorous rate, as you know. There was 
a year ago some agitation and some pressure to subsidize the export 
of cotton in the world markets. It was our feeling at that time that 
so long as exports were moving at a rate then of approximately 4 to 
41% million bales per year, that to begin a subsidy program then would 
have simply funneled all of the exports of cotton through the CCC. 

Mr. Poagr. They were not moving at that rate—just a minute— 
because Mr. Rhodes just gave us the figures for 1953—they moved 
3,700,000 bales; 1954, 3,400,000 bales. 

Mr. Butz. But a year ago they were at approximately the annual 
rate of about 4 to 414 million bales. 
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Mr. Poace. There has not been a year since 1951 where they moved 
that much. 

Mr. Butz. During that 3 months’ period they were moving at an 
annual rate—— 

Mr. Poaer. We called you up here the wrong day of the week 
then. 

Mr. Butz. You were saying a year ago. Now we were recommend- 
ing that was the situation a year ago now. Since that time, of course, 
the situation has changed. We consulted a great deal at that time 
with the officials in the cotton industry, a the various industry 
advisory groups and got mixed recommendations on whether or not 
an export subsidy program should be inaugurated. 

Since that time, of course, conditions have changed. The world 
price of cotton has dropped below our domestic loan price and our 
commercial exports of cotton have dwindled rather markedly. 

We have this million-bale export program, as you just said, that is 
moving ahead very vigorously. We have sold, I believe, 616,000 bales 
in the first 5 weeks of that program. And we are quite pleased with 
that. 

We are taking steps as best we can in view of the commitments 
which have been vate to the trade, to make our cotton competitive 
in the markets of the world. We want to do that as soon as we can 
without injury to the trade, and the mills, and the people who did buy 
in good faith under the million-bale program. 

At the same time we want to move with our domestic program in 
such a way that we will not be in danger of destroying the substan- 
tial export market we have for cotton goods products which now runs 


in the neighborhood of 530,000 bale equivalent per year. 


And that means, therefore, that in the long run we must make some 
gradual and modest price adjustment in the domestic level of cotton, 
based, of course, on increasing efficiencies of production, and based 
upon the dynamics of an industry that always do exist, else if we do 
not do that I fear we will continue to get our cotton industry to the 
place that we must continue to shrink acreage year after year after 
year as we have been doing the last 2 years and are doing again this 
year under the acreage allotment and marketing quota program; until 
we get some of our cotton farmers back—we get more and more of 
them back to the point that Mr. Abernethy is worrying a great deal 
about. 

The plight of the small cotton farmers—it is a very serious question 
he raises. 

Mr, AserNetuy. I am glad you said that. Maybe you will recon- 
sider now. 

Mr. Butz. It arises, I fear, partly, I am confident partly, because 
of the domestic price-support program we have been following, which 
has priced a part of our normal cotton textile market domestically, 
over to the synthetic fiber industry, and abroad has priced a very 
substantial part of it to the synthetic fiber industry. 

I think in the long run we want to move in the direction of unleash- 
ing the great productive capacity of our cotton farmers in our south- 
land, so that they are not restricted by Government edict to an ever- 
shrinking opportunity to produce. 

In the long run their income will depend upon price times quantity. 
Last year their income stayed up fairly well because they had this 
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unusually high yield on the restricted acres, but year in and year out 
you cannot expect that. 

They had unusually good producing last year through much of the 
cotton area, Iam told. We are now at the point where if they have an 
average yield with the restricted acreages they now have, even with 
90 rar of partiy price supports, their incomes must necessarily 
suffer. 

Mr. Poacr. Let us all agree, as I thought I was agreeing, at least 
for argumentative purposes, and reserving the rights to prevent any 
other evidence at a later time, but let us agree that it is important 
and desirable to try to make American cotton competitive both at 
home and abroad with foreign growth and synthetics. 

I can agree with all of your statements about that. 

What T saued you, though, was, when you let the price of cotton 
drop, and I understand you do propdse to drop the support price on 
cotton this year—that is right, is it not? You have the authority this 
year. 

Mr. Burz. Under existing law, considering the size of the supply of 
cotton we have this year, the Secretary is, of course, canhorined to 
adjust the price of cotton downward. 

There is, as you know, a serious proposal before the Congress to 
shift the price support basis for cotton likewise. 

Mr. Poagr. To drop it still further. That would drop it $14.25 a 
bale, would it not? 

Mr. Butz. You mean the shift in the price-support base ? 

Yes, approximately that, around 215 points. 

Mr. Poace. He is talking about 

aoe Burz. Shift in the price from seven-eighths to average grade 
staple. 

Mr. Poace. Of course, there are three proposals to drop the support 
price of American cotton. Modernized parity goes into effect, does it 
not ¢ 

Mr. Asernetuy. It has gone. 

Mr. Poace. Has gone into effect. That does drop the support auto- 
matically. You do not have any option on that. That automatically 
BM ar the price of cotton. 

Mr. Butz. Approximately 25 points. 

Mr. AnerNeTHY. 125 points? 

Mr. Burz.. No; modernized parity about 25 points. This is a shift 
to the 10-year moving average parity. 

Mr. Poace. It does automatically drop the price of cotton, does it 
not ¢ 

Mr. Butz. Yes. 

Mr. Poacr. You do not have any option—neither do we unless 
we change the law. 

Mr. Burz. You are right. 

Mr. Poacer. That is No. 1. 

The farmer is going to take a loss as a result of modernized parity. 

Tn the next place, the farmer is going to take-—— 

Mr. Butz. I may point out—I may point out that since they use 
the 10-year moving average there is a likelihood that a year hence the 
modernized parity formula will raise the price of cotton. 

Mr. Poace. Let us just see what is in store for the farmer this year. 
I cannot visualize maybe as far as I ought to, but this year the farmer 
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(lead sure will get hit with modernized parity—no escaping from 
that unless we change the law somehow or other. 

Mr. Burz. That is right. 

Mr. Poace. The farmer is going to get hit with flexible supports, 
too, is he not? You have the power today to drop the support price 
on cotton, we all admit that and you admit it. I am asking you now, 
are you going to exercise that power, this year? 

r. Burz. That is a discretionary power. 

Mr. Poage. I know it is. That is why I asked you what you are 
going to do about it. 

Mr. Butz. Obviously, I am not authorized at this point to announce 
that. The decision has not yet been made. 

Mr. Poager.: You have not the slightest idea that the Secretary is 
going to maintain the support on cotton at 90 percent ? 

Mr. Burz. You are building up three different devices here. 

Mr. Poage. Just let us walk one step at a time. I would like to get 
an answer here. Ido not want to be rude, either. 

I am probably much more rude than my colleague from Mississippi. 
He is always a gentleman. I would like to take this one step at a 
time. 

We know that the farmer does not step up. He steps down on 
modernized parity. 

I am asking you where he is going to step on flexible parity, and 
you have admitted that your Department has the option to maintain 
him at 90 or to drop him. 

And you have suggested you do not want to tell us what you are 
going todo. But 1 am asking you now if you are going to leave the 
impression, if you want to leave the impression that the Secretary is 
even thinking about maintaining 90 percent of parity this year? 

Mr. Burz. May I discuss some principles ? 

Mr. Poace. I beg your pardon—lI will be glad to give you time to 
diseuss the principles in a minute, but I think if you would answer 
a qe at a time. 

you think that Secretary Benson has the slightest idea of main- 
taining supports at 90 percent of parity on cotton this year, 1956? 

Mr. Butz. I would say that depends a great deal.on other legislation 
that is enacted with respect to—— 

Mr. Poage. Let us assume there has not been any legislation en- 
acted. Let us assume then that the legislation remains as it is. Of 
course, if Congress goes back to the 90 percent of parity, the Secretary 
will go back and I will predict that Congress will go back to it and 
the President will sign it. 

I am going to make you that prediction. 

But I am asking you in the face of the law as it stands, do you have 
the slightest idea that the Secretary of Agriculture is going to main- 
tain parity at 90 percent on cotton this year? 

Mr. Burz. I can only tell you what 1 would recommend to him. 

Mr. Poace. What would you recommend ? 

Mr. Butz. I would recommend in the absence of other legislation, 
adjusting the price support base, that we begin a moderate adjustment 
in the domestic price of cotton to make it again competitive in both 
the domestic oak the foreign markets. . 

Now then, one of the principles on which the Secretarv—-— 

Mr. Poser. Mr. Butz 
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Mr. Butz. May I finish ? 

Mr. Poacer. I do not want to be rude. I would appreciate it if you 
would answer my questions. I want you to have time to explain 
your subject but if you will answer it—I have three questions I want 
to ask you—I want you to answer them. 

You have answered one. I would like to proceed and get answers 
to those questions and then let you explain all you want to. You have 
a perfect right to explain, but I again ask you whether you have said 
that you would tell us what you would recommend. Would not you 
recommend that supports be maintained at 90 percent of parity, in 
the absence of any changes in the laws? 

Mr. Butz. I would not. 

Mr. Poaer. All right. You do not expect the Secretary of Agri- 
culture to do so, do you? 

Mr. Butz. I cannot speak for the Secretary of Agriculture. 

Mr. Poace. What are you down here for? Why did he ask you to 
come down here? Did you not come here as Assistant Secretary of 
Agriculture ¢ 

Mr, Burz. You asked me to come to testify on these two bills that 
do not raise this question. 

Mr. Poace. I think on these bills it is extremely important because 
you have told us that we did not need these bills because you were 
going to make cotton competitive—that is in effect what you told 
us—that you thought it ought to be. 

We are not arguing with you about the desirability of making cot- 
ton competitive. We are trying to see where the farmer is going to 
go. I think we have it clear that the farmer loses somewhat in his 
— support this year because modernized parity is going into effect. 

e will lose some more, in whatever amount you do not want to hazard 
a guess, but he will lose some more, because flexible parity is going 
into effect. 

Now then, is that all he will lose? 

Mr. Butz. May I answer your questions now? I must answer 
them as a package. 

Mr. Poace. Yes, sir. 

Mr. Burz. The leadership of the cotton industry itself, the National 
Cotton Council, meeting last week in Biloxi, Miss., recommended a 
package downward adjustment in the domestic price for cotton. They 
recommended a shift in the price support base from seven-eighth inch 
to average grade and staple, and they know that that comes on top of 
the modernized parity which results in approximately 35 points. Is 
that what it is? 

Mr. Ruopes. Twenty-five. 

Mr. Butz. Which results in 25 points decrease. 

Mr. Poaces. That is all of your explanation ? 

Mr. Butz. They do not know what the Congress will do with 
respect to changing the price support base for cotton from 7%-inch 
length to auatag grade and staple length. 

o 


Mr. Poace. u recommended it ; did you not ? 


Mr. Burz. Yes, sir. We have recommended other things which 
you did not adopt. 

Me Poacr. It would reduce the support price on cotton, would 
it not 


Mr. Poace. Yes; approximately 215 points, I think, approximately. 
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Mr. Poaar. On every bale of cotton regardless of how good or how 
poor the quality. 

Mr. Butz. Yes, sir. 

Mr. Poace. That is right. 

Mr. Butz. But this was the cotton industry itself making this 
recommendation. 

Mr. Poacr. I am asking you about that recommendation which your 
Department made. It recommended that. the base be changed from 
¥ to approximately 1 inch and you agree that will reduce the support 
price not only on what you call undesirable cotton, undesirable staples, 
but upon every bale of cotton, no matter how good or what staple 
length it is. 

hat is right; is it not ? 

Mr. Butz. Yes; it will. 

Mr. Poace. The President told us—he did it in order to get rid of 
undesirable staples. I read his message. 

So in order to get rid of undesirable staple length you are going to 
reduce the support price on the most desirable staple length. That 
is right; is it not? 

Mr. Butz. I understand that the reduction would be relatively 
greater on undesirables than it is on the desirables. 

Mr. Poace, How much more? Of course, it will be—the spread 
that exists in the loan, of course. 

Mr. Ruopes. If we continue to follow the same practice that has 
been followed for many, many years, why the premiums and dis- 
counts are based on the 14 quoted markets. Prior to that it was based 
on the 10 markets when we had only 10. 

As you are well aware, the market differentials or discounts have 
widened in the last few weeks. Therefore, there would be some dif- 
ference in the relationship that would probably exist in 1956 to what 
it was in 1955. 

Mr. Poacs. That is true, whether we change the law or not. 

Mr. Ruoves. That is correct. 

Mr. Poacs. That is true whether we change the law or not. And 
what the President recommended would simply lower the support 
price on every bale of cotton that anybody raises regardless of the 
staple lengths and that has not anything in the world to do with 

uality, but simply another device igeliy to achieve the objective 
that you have fairly set out of making cotton—— 

Mr. Butz. We are following the recommendations of the industry, 
sir, in this recommendation. 

Mr. Poage. All right; but I am asking you about the Department 
position. 

I think that you sent that recommendation up here before the 
industry made their recommendation, but let us follow this recom- 
mendation of the industry. 

I did not introduce these bills we are talking about. Mr. Aber- 
nethy and Mr. Gathings introduced them. I understand that they 
follow the recommendations of the industry, do they not? Did not 
the industry recommend at the same time it made those recommenda- 
tions that you have endorsed, did not it also recommend the very 
things that are in these bills? Is that not right, Mr. Butz? 

Mr. Burz. It recommended that we make our cotton competitive 
in the export market. 
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Mr. Poage. Did it not also recommend these import quotas? 

Mr. Burz. I understand that was in the recommendation. 

Mr. Poace. Well, certainly. It was part of the recommendation. 

And did not the industry make its recommendations the one de- 
pendent upon the other? Did not it predicate the one upon the 
other; assuming that you would get these import quotas that it then 
proposed to drop this price? Was it not—I think you used the words 
that it was a “package deal,” was it not ¢ 

Mr. Burz. We are watching this import situation very carefully. 

Mr. Poser. That is not what I asked you, Mr. Butz. 

I accept your statement. You have made that a dozen times. We 
accept your statement. You are watching this. I am asking you 
about this: Did you not say it was a package deal? I am not putting 
words in your mouth. I am asking what you said. 

Mr. Burz. I understand these were separate resolutions made. 

Mr. Poage. I ask if you did not make that statement? 

Mr. Burz. I made the statement that the amount of price support 
reduction you get as the result of these three different things is a 
package deal. I think neither the Congress nor the administration 
would make them cumulative. 

After all, you must make adjustments gradually. 

Mr. Poaeg. I am not asking about the date. I am just referring 
to the fact that you have endorsed a part of what the industry en- 
dorsed and have thrown it up to me that I ought to accept anything 
that the industry endorses. 

I do not accept that as being true but it seems to me that if you are 
going to accept anything that the industry endorses you ought to go 
the whole way and take what is in the bill—take the bitter along with 
the sweet. The industry endorsed it all. 

Mr. Burz. I do not think you take the bitter with the sweet yourself 
and take all of it. 

Mr. Poace. I have not told you that I was in favor of this because 
the industry endorsed it. I want the industry to sit right here and 
tell us why this thing is necessary. That is what we have them here 
for. That is why we are having a hearing. We want to know the 
reasons. 

Mr. Borz. Quite right. We want their recommendations, too, so 
that can be a part of the basis of our judgment just as it is a part of 
the judgment here. 

Mr. Poses. Not to detain you any longer—you agree that the indus- 
try has recommended not only what you recommend but a great deal 
more ¢ 

Mr. Burz. That is right. 

Mr. Poace. And you do not: want us'to be bothered about what the 
industry says unless it coincides with your judgment. If it does, you 
want us to accept it. 

Mr. Burz. You should examine every recommendation. 

Mr. Poaee. Beg pardon? 

Mr. Butz. You should examine every recommendation. 

Mr. Poaee. I think so. 

Mr. Butz. The industry’s and our own. 

Mr. Poace. I think so. I hope that is what we will do here. 

Mr. Butz. And use your best judgment. 
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Mr. Poacr. Now let me summarize here. Just let me make it this 
way. Maybe we will shorten it. 

If you disagree with what I say, if I have misstated the facts, I 
want you to raise objection. I do not want to be told that you are 
simply examining this carefully and regularly because I agree with 
Ub of that. I want to see if you disagree with me when I say that 
modernized parity is going to reduce the farmers’ price supports in 
1956, 

You do not disagree. 

I want to see if you disagree when I say that the probabilities are 
that the Department of Agriculture will exercise the power for which 
it asked, to reduce support prices under the flexible program, in 1956. 

All right, you do not disagree with that one. 

I want to see if you disagree with this statement, that if Congress 
were to accept the recommendation of the Department and the Presi- 
dent, and change the support price from seven-eighths to approxi. 
mately one inch, that that, too, would reduce the support price on every 
bale of cotton in the United States, in 1956. 

Mr. Burz. Yes, that is right. 

Mr. Poace. You do not disagree ? 

Mr. Burz. I do not disagree. Let me hasten to say, neither the 
idministration nor the Congress nor any responsible person would 
make a change that would add all three of those to the maximum ex- 
tent permissible together at once. 

Mr. Poacr. You asked for the power to do it, did you not? You 
had the power to do the first 2—you did the first 1—it was done. 

Mr. Burz. We have the power under the Agricultural Act of 1954 
to make adjustments relative to the supply of cotton available. 

Mr. Poace. That is right. 

Mr. Butz. The adjustment to modern parity. 

Mr. Poaae. Is already done? 

Mr. Butz. Is done—we have no option in that matter. 

Mr. Poagce. That is right. 

And then in the face of that 

Mr. Burz. The third one is before the Congress. 

Mr. Poaesr, In the face of the fact that the first had been done, 
that you had the power to do the second one, then the President sent 
a message which your Department prepared, sent a message up here 
asking for the power to do the third one, did he not? 

Mr. Butz. Yes, because in practically every other commodity the 
price support is based upon the average grade or quality of the crop 
being supported. 

Mr. Poaar, Wait just a minute. You got through telling me that 
no responsible agency would do all 3 of these things at 1 time? 

Mr. Butz. To the maximum extent permissible. 

Mr. Poacr. The maximum extent permissive. In this latter one, 
there is no option. It automatically results in a loss of something 
over $14 per bale. And there is no middle ground, is there ? 

Mr. Burz. You, sir, are talking about the change in the price sup- 
port. base. 

Mr. Poacr. Yes. 

Mr. Burz. That is quite right but under the present system, what 
percentage of our cotton is seven-eighths or less at the moment? 
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Mr. PoaGe. Wait just.a minute. Seven-eighths or less has nothing 
to do with it. It is on every bale of cotton from the United States 
regardless of the length. 

Mr. Burz. But under exeisting legislation we support the price 
of cotton based on seven-eighths staple length as normal. Approxi- 
ae 5 percent of our total production is seven-eighths inch or 
ess. 

That means, therefore, that practically 90 percent of parity price 
support level on cotton based on seven-eighths inch staple length 
results in a price support of the average crop at approximately 95 
percent of parity. 

Mr. Ruopes. 93 and a fraction. 

Mr. Burz. Almost 94 percent of parity. That means by virtue of 
saying that the standard on which we support, our price is seven- 
eighths inch staple length, and only 5 percent being of that quality, 
we are in effect supporting the price at approximately 94 percent of 

arity. 

. Mr. Pace. Now, Mr. Butz, let me comment on that. The law de- 
fines cotton. It defines seven-eights of an inch long for purposes of 
ee That is right, is it not ? 

r. Rnopves. Yes. 

Mr. Poace. That is cotton under the law. Cotton is not a fiber an 
inch and a quarter long. It is a fiber seventh-eighths of an inch long 
under the law. A bushel of wheat is 60 pounds under the law. 

Mr. Burz. Also in the market. 

Mr. Poace. Now, if you want to change that and make it 72 pounds, 
you would be doing in wheat approximately what you are proposing to. 
do to cotton and you could just as logically demand that a bushel of 
wheat weigh 72 pounds and say, “Yes, we will continue to support at 
the same price,” but you take away from the producer of that wheat 20 
percent of his support when you do that, and you take away from the 
producer of cotton about 20 percent of his support. 

Mr. Burz. All right. 

Mr. Poace. When you do this sort of thing. 

Mr. Burz. Or, I presume—— 

Mr. Poace. You take it away from every producer of cotton and you 
do it under subterfuge. The great thing I object to there is the sheer 
insincerity of such a proposal when it is put out there as a proposition 
to encourage the production of good cotton when you penalize good 
cotton in order to encourage the production of good cotton. 

IT am not charging you with any insincerity when yonu express a 
desire to lower the price of cotton. You had a perfectly sound right 
to say that you wanted it to move at 50 or 25 percent of parity. 

You can make an argument for it. You can run everybody in 
the world out of the cotton market—or you cannot do it, either, 
because they will still undersell you, but you can keep anybody from 
going into new production in cotton by simply lowering the price 
of American cotton low enough, but you can break every farmer in the 
meantime and I get back to one question. 

I do apologize for the time being consumed, but this one question: 

Will you tell us just how this Department and this administration 

roposes to keep the farmer from taking very substantial monetary 
load in the year of 1956 as a result of the recommendations that this. 
Department heb made in regard to cotton ? 
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Mr. Butz. That is a triple barrelled question you just asked. Let 
me comment on it section by section. 

Mr. Poaces. All right. 

Mr. Butz. First, tet me change the analogy a bit between the price 
support of cotton being based on seven-eighths inch and the price sup- 
port on wheat where you said the Congress could say that the bushel of 
wheat has 72 pounds. 

I think we might better say that a few years ago the wheat producers 
could have come to the Congress and have said that “We will base the 
price support of wheat on a 55-pound bushel instead of the 60-pound 
bushel that the market recognizes.” 

We would have been operating under that system for some years. 
That is about what happened with cotton, you see. 

We put the price support base down to the point that only about 
5 percent of the cotton really qualified. 

This is an attempt, as I understand it, on the part of the entire 
industry as well as Government and Congressmen and Senators from 
the cotton-producing areas likewise who are behind this measure. 

Mr. Poaga. Not as many as there were when they began understand- 
ing what the measure does. Most everybody agreed we wanted better 
cotton. I agree with that. 

Mr. Butz. It is an attempt to shift the price support base to the 
average of what the crop is and what the market recognizes it to be. 

Coming back to your question of how we are going to protect the in- 
come of the cotton farmer, we are in a difficult position with an 8-mil- 
lion accumulation bales of cotton in the hands of the Government, that 
has been produced for Government and priced to Government rather 
than priced into use. 

A portion of that must, of course, be dissipated. 

The acreage reserve proposal in the soil bank, I think, is a direct 
frontal attack on that problem, to help correct the problem on the farm 
where the problem originates and at the same time to give the farmer 
some assurance of income during the time that he is helping to make 
this adjustment. 

Having lost a substantial share of our domestic market and our for- 
eign market and having cut our cotton farmers back under this pro- 
gram to last year 18 pitts million acres and this year something less 
than 18 million acres of cotton, it will be difficult, I think, to let our 
growers, the cotton growers produce the cotton they otherwise would 
like to produce, while we have this tremendous accumulation hanging 
over our heads. We want to move in the direction of a gradual price 
adjustment, supplemented as best we can with the power of Govern- 
ment to make our exports competitive as we are now doing with our 
million bale sale, so that we can regain these markets we have lost, and 
once again give our cotton farmer the opportunity to produce more 
acres and more bales than under the law we now give him the oppor- 
tunity to produce. This must be a gradual adjustment. 

In the meantime, it must be one that does protect his income as best 
we can, And we feel that the acreage reserve program of the part of 
the soil-bank program will do that. It will guarantee him some in- 
come, even in the case of crop failure, even in the case of invasion of 
the boll weevil. It will guarantee him income from those acres that 
otherwise would have gone into cotton during this summer. 
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That is part of the passage program to help make this adjustment 
back to the place that these burdensome supplies no longer depress 
prices and we can once again unleash the productive capacity of our 
farms. 

I am reluctant to admit to anybody that the great American agri- 
cultural plant is not so efficient that it cannot out-compete producers 
any place in the world. 

Mr. Poace. A large part of these cotton producers have less than 
5 acres. You will take | acre from that man that has 5, I judge, in this 
soil bank and you will pay him what? I have not heard anybody 
suggest more than $60 or $70 an acre. Have you? 

Mr. Butz. It would be based on the production he would have gotten 
from those acres. 

Mr. Poags. All right, let us assume that he produced a bale to the 
acre. Nobody suggested that you pay him more than $60 or $70, have 
they, for that bale. You are not suggesting that you pay him $150 for 
it. That is what he would get for the bale. 

Mr. Burz. The payment rates have not yet been set. ae will be 
set sufficiently to cover something more than the cost he would have had 
of producing that. 

Mr. Poace. Has the Department suggested that we pay more than 
$60 an acre or $60 a bale? 

Mr. Burz. I presume it will be in that neighborhood. The figures 
are not set yet. 

Mr. Poace. You would not take more than 1 acre from him; would 
you? 

Mr. Burz. Nota 5-acre grower. 

Mr. Poage. That is what I am talking about. I think it is rather 
obvious that those people, that the great mass of those small people—— 

Mr. Burz. I think in the ease of the small grower 

Mr. Poage. Will not get anything. Let us look at another group. 

Over in my county we do not, generally, so far west as I am, havi 
many 5-acre growers, but. a lot of tenant farmers. I know that the 
President said that the rights of tenants must be protected. That is 
like keeping cows off the grass. You can pass all of the laws you 
wanted to and you know and I know that it will not be done. You 
know and I know that the number of tenants will be greatly reduced as 
quickly as you pass anything of that kind. 

So how does that fellow that. gets kicked to town, what does he get 
out of this? What does he get? 

Yes; what does this ginner get? What does this warehouseman get? 
What does this railroader and trucker get? What does the community 
as a whole that depends on the cotton economy get out of this. 

I can understand how this thing can bring some money to the man 
who is farming 20,000 acres of land or maybe even the man out in my 
State farming 2 or 3 sections—I can understand how he will get some 
money out of this. 

But just what does the smaller cotton farmer get? What does the 
small tobacco farmer who maybe is farming half an acre—what do 
they get out of this sort of program ? 

Mr. Butz. If they can get some assurance of income during the time 
they are producing, they help correct the surplus problem, and it may 
well be, Mr. Congressman, that if they can get some assurance of in- 
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come for not growing the tobacco that during these periods of. very 
high employment, they will find urban employment nearby that will 
supplement their living and enlarge their living standards. That 
has been going on for many, many years. 

Mr, Poaar. It would be unfair to ask you the question because you 
could not answer it. The same question arises that I have so oft 
propounded to my own good friends down in the A. and M. College 
in Texas because every time we have a meeting down there they say 
the cotton farmer ought to go—to grow some other cash crop. He 
ought to look for another cash crop. 

I have asked them repeatedly, “What cash crop?” 

Well, “some other” cash crop. I would not ask you just where that 
man is going to get employment and to name the factory in which he 
will get the job. Of course, you could not know. 

I think if I was on the ‘ground and asked that question I would 
get the same answer I have gotten from the A. and M. College about 
the cash crop. Some other, somewhere he will find it. 

Mr. Burz. As a matter of fact, he has been doing it. One of our 
greatest crops in agriculture in recent years has income from nonfarm 
sources. 

Mr. Poace. He has been forced into the factories, I will agree with 
that. He has certainly had to go as far as he can to find employment. 

Mr. Butz. Would you choose the alternative of keeping him in the 
situation where he is going to have a 5-acre or a 4-acre or 3-acre 
allotment ? 

Mr. Poagce. No, Mr. Secretary. 

Mr. Burz. And to have to live on that? 

Mr. Poaae. No, I choose the alternative as expressed in that very 
bill that I handed you this morning. I choose the alternative of 
letting the support price of cotton drop, letting it move on the world 
market, letting it become competitive and paying the farmer the dif- 
ference between that price that we have to establish in order to main- 
tain the industry and the price that we have to maintain in order to 
keep that farmer on the farm. 

In other words, I consider the farmer of just as much importance 
as what he produces. I consider the producer as well as the product, 
is important. 

Mr. Burz. I consider the farmer more important than what he pro- 
duces. Would you keep the 5-bale farmer tied to his opportunity to 
produce 5 bales? Is that what you would do? 

Mr. Poaag. I believe that the legislation I have proposed there will 
inerease his opportunity because it will let him sell in the world 
market at 75 percent of parity. The only difference between your 
viewpoint and mine is that I feel that we cannot afford to make the 

farmer pay all of the cost of moving the American crop into the world 
market. I think it is important to these million people that grow 
cotton that cotton move. 

I think it is important to the cotton buyers. I think it is important 
to the railroads. I think it is important to the American economy 
that the American cotton crop move. 

I think that American economy rather than simply the poor Ameri- 
can farmer should pay the cost of moving that crop. That is the 
only difference between us. 

73191—56——9 





124 COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 


Mr. Butz. May I say for the record, that under this million-bale 
sale program the American taxpayer is putting approximately 8 cents 
a ead into that. ‘ 

Mr. Poace. I am glad you mentioned that, because that is exactly 
one of the things that I think we ought to fully recognize, which most 
of the public does not recognize, that this administration is perfectly 
willing to subsidize the movement of this crop, provided they can 
sort of cover it up and say, “We are not paying anything to the 
farmer.” 

Certainly, certainly, you are willing to subsidize. You are willing 
to subsidize it now and you are subsidizing it. Surely, you are sub- 
sidizing it to a very heavy extent. But you are saying in the next 
breath, and you have the authority from Congress in 1954, of 1953, at 
your own request, you got the authority to lower the support price, so 
that that subsidy: will not be so much in years to come, so that you 
can continue to sell on the world market, competitively, but so that you 
will not have to pay that farmer a livelihood. 

Certainly, in the past we paid that farmer a livelihood and you have 
already made that payment. 

So now, when you sell this cotton at a loss, you are paying a subsidy 
but you are proposing to cut out paying that farmer that livelihood. 

You have made three recommendations to this Congress that lower 
the support price on that cotton. If we get them all into effect, you 
will not be losing a penny on the sale of this cotton at the price that 
you are selling it now. In other words, you will withdraw the sub- 
sidy that you are now having to pay to the American farmer, and 
you will be doing nothing except making that farmer pay for moving 
that cotton into the world market at a world price. 

That is exactly where your program leads you. 

Mr. Butz. Nobody seriously proposes that type of thing in 1956. 

Mr. Poacr. The President of the United States asked for it in a spe- 
cial message to the Congress. 

Mr. Burz. He asked a change in the price support base, but you keep 
adding up these three things. 

Mr. Poace. You already had the other two. After having received 
the other two, he then came along and made a third regeust. You 
cannot deny it. You wrote it. I mean your Department wrote it. 

Mr. Butz. Yes, sir, and we would do it again. 

Mr. Poage. You did it after you had the authority to make the other 
reduction. 

Mr. Garuincs. Let him answer that one. 

Mr. Burz. Mr. Congressman, you keep adding up these three things 
and inferring that somhow in 

Mr. Poace. I add them down, they press down on the farmer. I 
want to make that correction. 

Mr. Burz. And keep inferring that somehow in 1956 the full impact 
of all three of these adjustments added up is going to hit the Ameri- 
can cotton farmer. That, of course, is not true. 

I think the goal that we must move toward gradually but per- 
sistently is to help this 5-bail farmer you are talking about. I do not 
see any program of subsidized exports, of direct payments to that 
farmer, of any program you have that will really give the man who 
is limited to 5 bales the opportunity to make a decent living for him- 
self and his family. 
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You simply cannot do it. If you subsidize the price of cotton 50 
recent, the volume is not there to give him a decent living with that 
ind of opportunity. Therefore, we simply must move in the direc- 
tion of expanding markets, domestic markets as well as foreign mar- 
kets, so that sometime we hope we will not have to keep restricting 
the acreage of cotton year after year but can take these restrictions off, 
and let the farmer who has the know-how, who is an efficient producer, 
who is ambitious enough, who is scientific enough to move from 3 bales 
to 4 bales to 5 bales to 10 bales, to let him grow. 

Under the present program there is little if any opportunity to let 
the individual who really knows his stuff in producing cotton to dem- 
onstrate to the world that he can make a ions living by growing 
this. 

Mr. Poace. Just as you have. I have recommended that we do that, 
that we move toward that expanded market in the same way that you 
have recommended it. The only difference is that you recommended 
that we do it at the entire expense of the cotton producer by reducing 
his price. I have recommended that we do it at the expense of society 
as a whole. That is the difference. 

We both recommend that we lower the world price on cotton, have 
we not? 

Mr. Butz. We are recommending a joint approach. This is not 
at the expense of the American producer. 

Mr. Poace. It will be his expense unless you charge it to somebody. 

Mr. Burz. Income is a matter of quantity times price and we wanted 
to give him the chance to prota 

Mr. Poace. My bill will get the same quantity that yours will. Un- 
less you are going to put all of these into effect, you cannot go below 75 
percent. That is where I go, unless you put the third one into effect, 
can you? Unless you say you are going to do what you say you will 
not do, then obviously 1 am suggesting that we go down as low as 
you have suggested and we open the doors to world markets just as 
widely as contain opened them. That is right, is it not? 

Mr. Butz. But you are going to finance your bill with a processing 
tax. 

Mr. Poace. That isright. That is the difference, the only point. 

Mr. Butz. Who will pay the processing tax ¢ 

Mr. Poaae. The public will pay that, the whole people, everybody 
who buys cotton goods will pay, of course. 

Mr. ees You think part of that will not be passed back to the 
producer in the form of a still lower price paid for cotton? 

Mr. Poace. No; I do not think it would. 

Mr. Butz. What was the experience we had in the 1930’s with the 
processing tax on hogs and cotton at that time? 

Mr. Poace, Obviously, you had no floor in 1930. 

Mr. Butz. Was not a part of the processing tax passed back to the 
producer ¢ 

Mr. Poacr. Obviously, you had no floor in 1930. This proposal is to 
put the same floor that you propose to put, 75 percent. 

Mr. Burz. Underwrite this permanently with the United States 
Treasury, It is not a self-supporting mechanism. 

Mr. Poaar. Neither is yours, Everyone of them stop at 75 percent. 
I stop right where you do, right where you do and propose exactly 
the cas tind of support that you propose. 
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You propose to let the support price drop to 75 percent, do you not, 
and you propose to support it at 75 percent. And if the market goes 
below 75 percent under your plan, you would make loans at 75 percent, 
would you not? 

Let us get that in the record one way or the other. 

Mr. Butz. The authority is there but at the present time—— 

Mr. Poace. Wait a minute. The authority is not discretionary. It 
is the mandatory requirement in the law today that you shall support 
it at not less than 75 percent. 

Mr. Butz. That is quite right, but the Secretary can go above that 
if he chooses. 

Mr. Poacs. He cannot go below it. 

Mr. Butz. That is right. 

Mr. Poser. All I am saying is that you eriticize my bill for putting 
the floor at 75 percent. I suggest that it is exactly what you asked 
for and got from the Congress in your flexible program. 

You kept a floor of 75 percent and you proposed to implement it 
by exactly the same procedure, that is proposed im my bill. 

And yet you say that I am underwriting it with the United States 
Treasury. What Treasury are you tapping, not King George’s Treas- 
ury. You are tapping the United States Treasury, too. 

Let us get it straight. You will agree, will you not, that the present 
flexible-support program requires you to support cotton at not less 
than 75 percent? 

Mr. Butz. Yes. 

Mr. Poace. Then why criticize my proposal that we support it at 
75 percent ? 

Mr. Butz. Well, I was criticizing you far more than that. You 
propose a processing tax that the domestic spinners would pay. 

Mr. Poacr. Not below 75 percent, between 75 and 90. 

Mr. Burz. Between 75 and 90. 

Mr. Poace, Yes. 

Mr. Burz. But obviously, they would have to pay the processing 
tax. The real question revolves around the incidence of the tax. You 
would hope that the tax would be passed forward to the consumer. I 
presume some would be passed forward and some go back. Taxes have 
that habit. 

Mr. Poace. You would have to come in and make a loan. It will not 
go back. You would then have to make a loan of 75 percent. You 
cannot pass it back 80 as to lower the price below 75 percent because 
if they did, you have got to step in there, just the same under this bill. 
I did not change the law. I left the word “forward” there. I did 
not change that part at all. ] Te 

I am relying upon what you told us is good. I think it is. That is, 
you have got to come in and make a loan of 75 percent under this bill 
or under your bill or under any of the other proposals. 

I have not changed a word of that. You have got to do it now, have 
you not? 

Mr. Butz. Yes, sir. 

Mr. Poace. All right. 

Mr. Garutnes. Mr. Jones wanted to ask a question. I hope that we 
can proceed with several other witnesses before we go to lunch. 
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Mr. Jones. One thing I would like to predicate this on, I think 
that the solution to this problem, as I see it, lies in more consumption 
of cotton; is that right? 

Mr. Butz. That certainly is the route we would like to take. 

Mr. Jones. Then we had liopes last July, based upon some state- 
ments which had appeared in the press, that as of August 1, the De- 
partment was going to announce a disposal program, to get rid of 
some stocks of cotton, 

Then in the press we read that that had been vetoed, so to speak, 
by the State Department. Is that right‘ 

Mr. Burz. There was some dilferenc of opinion in the (;overn- 
ment about that. And the overall decision was that we would take 
the 1-million-bale program. 

Mr. Jones. In other words, at that time the intention of the De- 
partment of Agriculture could not be carried out because of the in- 
ability of other Departments of Government to agree with your plan? 

Mr. Borz, Our recommendations. 

Mr. Jones. Your recommendations ? 

Mr. Buvz. Yes, sir. 

Mr. Jones. In other words, to that extent the State Department 
has in the past interfered with the disposal program that the De- 
partment of Agriculture would like to have carned out ? 

Mr. Burz. I would say it was an overall governmental decision based 
on a variety of considerations including our foreign relations with 
friendly nations. 

Mr. Jonxs. In other words—but anyway the intention of the De- 
partment of Agriculture was not carried out at that time? 

Mr. Butz. Yes, had we operated unilaterally. 

Mr. Jonrs. Going from that. point then, this Jast session, Congress 
passed this Public Law 480 under which you could cispose of some 
cotton. 

Mr. Butz. Yes. 

Mr, Jonxs. Along with other surplus products. 

Mr. Butz, has that program worked as adequately and has it ds 
posed of as much of these surplus commodities as the Departmen’ 
had hoped it would? 

Mr. Bice You speak now of cotton primarily ¢ 

Mr. Jones. Of cotton then?” 

Mr. Butz. Yes, during the 1955-56 year between 35 and 40 percent 
of our exports of cotton have been under Public Law 480. We have 
programed a great deal of cotton under that law. 

Mr. Jones. I do not understand a lot of our foreign policy and 
T am not an expert on exports or anything like that, but I want just to 
cite this one instance and this was one of several things that some 
of the membérs on this committee ran into last fall when we were 
in South America. 

I wonder if you could explain just 1 or 2 items that disturbed me 
at the time. 

We were in Chile, for instance, and Mr. Poage as chairman of the 
subcommittee, was explaining in a press conference to some of the 
newspapermen of that country how Public Law 480 was working and 
how those nations there could buy agricultural commodities for local 
currency and after he had gone into some detailed explanation of how 
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the law worked, I was rather amazed at the question of one of the 
pong 2 a en there, a Chilean reporter. His question was, “Does 
my ane know about this law which your Congress has 
asse 
. To me that indicated that the law had not been given sufficient 
poe down there because certainly if the general public there 
ew anything about it, the newspaper people there would have known 
something about it and would not have asked the question, “Does my 
Government know about it?” 

Do you feel that our agricultural attachés and also the people in our 
embassies there have done an adequate job of informing the people of 
what could be done under that law ? 

Mr. Burz. Of course, we never do a job as extensively as we would 
like. Chile is one of the countries where we have just recently placed 
an agricultural attaché. There was not one there previously. 

We feel now he has done a good job of carrying that information 
there. The Chilean representatives here knew about it. We informed 
all of the embassies here about it. 

Mr. Jones. I ran into this: In a conversation with people there I 
talked to the president of the Cotton Textile Manufacturers Associa- 
tion in that country. Chile has a very small cotton textile industry. 

In oher words, their complete industry down there would not be 
larger than one large mill here in the United States. Yet, I was 
disturbed when he told me that their mills in that country were only 
operating at 40 percent of capacity. He said the reason they were 
operating at 40 percent of capacity was because they did not have 
the raw product, cotton. 

He said that they would use an additional $30 million worth of 
cotton, in this next year to bring that industry up to capacity. I 
noticed last year while Chile bought approximately $5 million worth 
of surplus commodities under Public Law 480 and this included cotton- 
seed oil and wheat, there was no cotton at all included in those sales. 

Also in talking with this gentleman, he informed me they needed 
this cotton to manufacture textiles which would be used in that 
country. I have never gotten a satisfactory answer as to why under 
the circumstances and the liberal terms that we had made, why we 
could not have supplied that $30 million worth of cotton in Chile. 

I wonder if one of you could just give me a brief reason, some 
reason why that could not be accomplished. 

Mr. Burz. I would like to have Mr. Sherman comment on that, 
who works on the cotton program in Public Law 480. 

Mr. Asernetuy. I thought we had closed a deal with Chile on 
cotton. 

Mr. Butz. We had a deal with Chile last year that involved—— 

Mr. Burmoetster. I think there has been a recent change. 

Mr. Butz. We are in the process of negotiating one now which I 
think does include some cotton. 

Mr. Jones. At that time there was a need there. I do think, and 
I am not bragging on the committee that went down there. I do 
think we opened up some avenues there and I think we stimulated 
some demand, but I still could not figure out why, while we were 
selling the cottonseed oil and while we were selling wheat and other 
products, that we had not been able to move any cotton. 





COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 129 


We did find in 1 or 2 countries there that there was evidently a 
satisfaction on the part of the foreign office there, the Embassy, that 
while, say, the South American country had been buying other prod- 
ucts, that they were satisfied that a balance of trade had been estab- 
lished although that did not include any agricultural products. 

And I was disturbed that they would feel that because they had 
bought some other items there, say, automobiles, or tractors, or some- 
thing like that, or manufactured products, that there was being no 
effort made to try to include some of these agricultural commodities, 
when they could buy it for their local currency there without dis- 
turbing it. 

I was not satisfied that we had been doing a good job. As I 
said, I am not an expert on that, but that was one instance where it 
seemed to me that we could have moved some cotton. 

I have never accepted the thing that we have a surplus of cotton, 
or any of these other products. That is the reason 1 have been so 
disturbed in the fact that we have not pursued this export program. 

I do not think that your Department or the State Department or 
anyone else should be satisfied with the job we have been doing. 

I want to ask you one other question, and then I will close. 

Is it your opinion that the Department of Agriculture has accepted 
the philosophy of the State Department that the United States should 
be in the position of a residual supplier? 

Mr. Butz. No, sir. 

Mr. Jones. That we were not to try to sell any of our products as 
long as some other nation had the same product to sell ? 

Mr. Burz. No, sir. I answer that with an emphatic “no.” We are 
taking vigorous efforts to move away from the position of being a 
residual supplier. We want to compete actively but fairly in the 
markets of the world. 

Mr. Jones. When we say fairly, that is where we get into some 
trouble. I am not satisfied when the United States continues to lose 
its part of the world market. I think that all of the statistics will bear 
out that over the past number of years, I am not saying this only for 
this administration, but beyond that and coming up through this ad- 
ministration, there has been no change but it has continued to go down. 

Weare selling a smaller percentage of the cotton in the world market 
today than we did a few yearsago. That is right; is it not? 

Mr. Burz. Yes, sir; that is right, in cotton. However, our total 
agricultural exports have risen. 

Mr. Jones. I am like Mr. Abernethy. I come from a cotton country 
and our economy is based on that and the people that I represent, 
unless they can move this cotton, unless these fellows who have 3 acres, 
4 acres, and 5 acres, unless they can continue to get it—that is why I am 
interested in this bill that Mr. Abernethy and Mr. Gathings have 
introduced here, and which I have endorsed and lent my support to it. 
I have not introduced a similar bill because one is all we need to work 
on, but I think your Department should be interested in trying to do as 
much for our local people as we are interested in trying to maintain the 
economy of these other nations because we have people that are in just 
as bad a shape here as they are there. 

I think charity should begin at home. 

Mr. Asernetuy. Could I make mention of one matter? 
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Mr. Sxcrerary. I would like to go just a little further with what 
Mr. Jones referred to that, happened down in Chile. It is well known 
that unless the Chileans sell in export copper and nitrate, they do not 
eat. We all understand that. 

I made some inquiry of the quantity of their nitrate that was con- 
sumed in the United States. I was advised that 40 percent of the 
nitrate of soda exported from Chile moves into our own ports. Most 
of that moves into the ports of New Orleans, Gulfport, Mobile, 
Savannah, Pensacola, Galveston, and Charleston, 

And because of the long freight haul, naturally, most of it is used 
nearest to those ports. Since it is used nearest those ports, it is used 
principally in. the production of cotton. 

So I, like Mr. Jones, was somewhat astonished in view of the large 
quantity of nitrate of soda that we were purchasing from Chile, and of 
a quantity sufficient that if we were to discontinue, their economy would 
collapse, and yet we had not sold them a bale of cotton. 

We had some people sitting there in the room connected with the 
State Department, and the Agricultural Attaché. I asked the ques- 
tion, that in consideration of our purchases of nitrate if they had tried 
to sell any of our surplus cotton to Chile, 

The State Department folks said, “No.” I said, “Do you mean even 
though we Salata 40 percent of their nitrate of soda, you have not 
tried to sell them any cotton?” 

They said, “No; that is contrary to our foreign policy.” 

Mr, Burz. Whosaid that? 

Mr. Asernetuy. The State Department people. 

Of course, the attaché’s hands were tied as you well know. The 
transferring of the attachés to the Department of Agriculture did not 
do much good. The law actually brought them under control of the 
State Department. 

And our policy is, according to our own State Department folks, that 
we cannot propose to them that we will buy their nitrate of soda if they 
buy some of our cotton. 

They said, “We cannot do that, that is a form of bartering.” 

You know what I toldthem? I told them, “I will not even buy 
line from a man that would not vote for me.” And I will not. I do 
not believe you would either, if you were living my life. [Laughter. ] 

Mr. Garutnes. I would like to ask a question of the Secretary. 
Is anything being done to barter or trade some of our cotton, or wheat 
or rice, to other countries ? 

I wonder, in view of the fact that we do need so many metals of vari- 
ous type in our stockpile, what is being done to sell some of our cotton 
in exchange for some of these, chrome and tin and varius types of 
products that we do need. 

Mr. Burz. Our barter program in the aggregate has been rather 
large. I cannot answer specifically about cotton in barter. Relatively 
small quantities of cotton in barter, but in the aggregate it has been 
large. 

Mr. Gatuines. Do you know what the situation is with respect to 
so many people that are leaving the land over the cotton belts? 

In the State of Arkansas, we lost a great deal of population. Most 
all of these States have lost population. 
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It seems to be the cotton States. Ilowever, there are a few in the 
Middle West that have lost some population, down in the Southwest 
and in the South. 

Thank you so much, gentlemen. I hope that we can hear another 
witness or two before we go to lunch. 

We appreciate your appearance here. 

Yesterday I made a promise to Mr. Roy A. Cheney that he would 
be heard. 


STATEMENT OF ROY A. CHENEY, PRESIDENT AND GENERAL COUN- 
SEL OF THE UNDERWEAR INSTITUTE AND GENERAL COUNSEL 
OF THE WORK GLOVE INSTITUTE, CHICAGO, ILL. 


Mr. Cuenry. I am Roy A. Cheney, president and general counsel 
for the Underwear Institute of New York City. It is a national trade 
association, producing about 80 to 85 percent of all of the underwear 
of all types, produced in the United States. 

We employ between 65,000 and 70,000 people. And as a guess— 
this is only a guess—we consume somewhere around 305,000 bales of 
cotton a year in our industry. 

I am also general counsel and consultant for the Work Glove Inst- 
tute, manufacturers of cotton flannel and canvas, small chaps, like 
the underwear mills are, averaging employees per mill, underwear 
will average about 200 employees per mill. 

The Work Glove Institute, I would guess, employs about 20,000 
people. Our plants, both in underwear and in gloves, are scattered 
throughout the South, mostly in the South today, some in the Middle 
Atlantic States, a few in the West, and very few left in New England. 

I was much interested in Congressman Poage’s remarks about the 
cotton farmers finding other jobs when they had to leave their farms. 

As a byproduct of these imports I predict confidently that there 
will not be the expansion of the textile and apparel industry in the 
middle deep South and the Southwest, that there was in the Southeast. 

And, in fact, from what I know of conditions, I could not recom- 
mend that any of our mills expand in Arkansas, Mississippi, Texas, 
Oklahoma, New Mexico, any of those States. 

I would recommend—this may be brutal, it is business—that if they 
are going to expand that they expand in the Philippines, Indonesia, 
in South America or in Mexico. 

So, why should they pay a dollar, an average 23 cents an hour under 
the old 75-cent minimum plus 40 cents fringe benefits, making a total 
of $1.73 cents an hour against the Japanese average of 11 cents an hour 
in our industry. 

When a mill starts up, like the Munsingwear rane for example, 
in Arkansas, the production is not as good as it should be for a year 
or so... It takes a year or two to get into production and train help. 
That merchandise hitherto has been sold in the basement stores, in the 
basement. departments, and the dime stores. 

That business is going almost entirely to the Japanese. 

I thought you gentlemen ought to know that, what goes on there, 
and what chance you have—very little chance—of finding that your 
communities will be industrialized or attract industries to them. 

Mr. Poacr. May I say right there, you just confirmed what I was 
saying to Mr. Butz. 
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Mr. Cuenry. Exactly. 

Mr. Poace. We do not expect anything. We have not got it. We 
had 2 cotton mills in my district, 1 of them closed. I do not expect to 
find opportunities for my farmers that way. 

Mr. Cuenry. You won’t. And, of course, excuse my language, 
I was an old first sergeant. It isa damnable outrage. 

Our theory is simply this, that we are all one industry, from the 
grower to the cotton farmer, all the way to the retailer. If one seg- 
ment is hurt, they are all hurt. Just like yourselves. You have a 
headache and your whole body suffers. 

If you have a corn on your big toe, you cannot move around. That 
is the same thing exactly, the same principle. 

I am not much worried because that has been taken care of and will 
be taken care of by other witnesses of the superstructure of the cotton 
farmer’s economy, but I am worrying about the termites which are 
eating away the foundation of his economic structure and I will spend 
most of my time in trying to fumigate the termites. 

As an example, here is an excerpt from an article in the National 
Geographic magazine for January. It says: 

In 1948, Turkey had no more than 2,000 tractors. Today partly as a result 
of $500 million in United States aid, 20 times that many are rolling—40,000 
tractors. 

The result is one of the most spectular farm booms any nation has ever 
experienced. A land that 10 years ago raised barely enough wheat for its own 
needs, Turkey has become an important world exporter. Cotton ouput has 
doubled and sugar-beet production has increased 60 percent. 

I think that is duplicated all over the world. And the question is 
how long, oh Lord, are we going to encourage the taking away of our 
markets from our own farmers in this country? And what good 
does it do to talk parity or subsidies when this sort of thing is going on 
That is one termite. 

Our people tell me, for example, that the British who have been 
yowling to beat the devil about our tariffs have fixed things up through 
their so-called sterling bloc, that we have lost all of our markets in 
the British colonies and possessions in the Caribbean Sea. We can’t 
sell a dollar’s worth. 

Why? Ifthe British can do that, why can’t we do it ? 

The chamber of commerce in Hong Kong, China, in their report for 
1955, that has been filed with the Committee on Reciprocity and In- 
formation by me—I haven’t gotten it back yet—they were complaining 
that even though they could sell underwear at much less than the 
Japanese could—mark that—and that they had had nice markets in 
Indonesia, Siam and Indochina, which they had taken away from the 
Japanese, that those nations had set up quotas, and high tariffs, to 
bar the import of underwear. 

If our little brown brother can do that, why can’t we do that? 

It seems to me what is sauce for the goose is sauce for the gander. 

I have an item here, another item, from the New York Times of 
February 6, 1956, page 7, under the heading, “Random Notes From 
Washington: Buy American Act Loses Its Sting.” 

I will file this with the stenographer. It simply says that hereto- 
fore the American producer had a 25 percent edge. In other words, 
the foreigner’s price must have been at least 25 percent lower than 
our price before he would get the business. 
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By Presidential edict that has been reduced to from 6 to 10 percent. 
Now; let us take simply one facet of that. 


(The! article is as follows :) 
{From the New York Times, February 6, 1956) 
Ranpom Nores From WASHINGTON: Buy AMERICAN Act Loses Its STING 


WaSsHINGTON, February 5.—The Buy American Act—that perennial breeder 
of ill will between foreign bidders and the United States—seems to have lost 
most of its sting so far as international relations are concerned. 

The subject, a pet conversational piece of British statesmen visiting here, was 
not mentioned once during the stay of Prime Minister Sir Anthony Eden and his 
staff in Washington last week. 

Under the Buy American Act passed in 1932, domestic manufacturers have 
been entitled to an “edge’’ when they compete for Federal business against foreign 
suppliers. For years the American producer could average 25 percent more 
in price than a foreigner and still get the order. 

President Eisenhower last year reduced such advantages to an average of 6 
to 10 percent, with certain exceptions, and the Interior Department recently set 
out additional “ground rules” that made clear the conditions under which excep- 
tions would be made. Apparently the British have accepted the new formula 
as reasonable and made no reference to the subject. 

Mr. Cueney. The heavyweight underwear issued to the armed serv- 
ices known as M-50 is 50 percent cotton and 50 percent wool. It re- 
quires special machinery to make that type fabric, and it requires a 
certain skill. 

Mr. Garutnes. Where is that produced ? 

Mr. Cueney. It has been produced mainly in the South until the 
antisegregation edict of the President stopped that. 

But it has been produced mainly in the United States for our own 
peaee. It requires special skills, special patterns. The Japanese— 
veing the poor Japs—I dislike to hit them in the nose all of the time 
but they have been held up as the great scarecrow to worry about—the 
Japanese being able to produce at 50 percent of our cost, could take 
over the entire—under these rules—supply of all of the armed services 
of the United States. 

Would the underwear mills be patriotic enough, ourselves, to pay 
the money to store that machinery? What about the lost skills, the lost 
patterns? And in case of war, what would happen ? 

There again, the slide-rule operations of our administrative depart- 
ments should go out of the window and the practical question should 
be asked and answered. 

Let us consider the Japanese some more. Either in the Osaki or the 
Kobe Chamber Report for 1955, which I have filed with the CRI, it 
definitely states that the Japanese Government has forced drastic de- 
flation to enable Japanese manufacturers to capture world markets, 
So how do we stand as a nation, this Nation, the United States, helping 
out the poor, downtrodden foreigner when it permits and encourages 
that sort of thing which we are doing? There is a question. 

And another and a rather lighter angle to it, my cousin has rather 
heavy interests—because of the tariff—a development in a near eastern 
country, and the wisecrack is going around there that all they have 
to do is to have the Prime Minister’s wife shake a red rug out of her 
bathroom window and our State Department comes running with 
buckets of dollars. Think of it. Think of it—this Nation being sub- 
jected to a wisecrack of that sort. I don’t like it. 
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Again, we have been worrying about these nations in the Near Fast, 
particularly, turning to communism. Is it better to have a Japanese 
girl turn communistic than to have Rosy O’Brian who has lost her 
job in an underwear mill or glove mill turn communistic because her 
own Government has turned her out of a job? That is what you are 
coming to. 

We are advising our mills in every case where they have had to 
curtail production, shut down departments, to let the help know who 
is responsible for the situation. We can’t do anything else. 

Mr. Anernetiy. Do you mind an interruption ¢ 

I read in the paper where our Vice President went down to Brazil, 
and in consideration of the Brazilian Government—promising to hold 
firm against communism that we were going to give tliem some more 
money, to build steel mills down there. 

I do not know what authority he had to make the promise but he 
made it. And, of course, some of us have got to vote for it. My vote 
would not amount to much, but “Old Tom” is not going to vote for it. 
I just do not like the idea of one man in this Government running 
around making commitments to foreigners that we wiil give them 
some money in consideration of their remaining free people. 

Mr. Cuenry. Exactly. 

Mr. Poace. That points up a question that I had thought to ask, 
and I will now. 

You said that every time you closed down a mill or laid anybody off 
you told the employees who was responsible for it. Who/ 

Mr. Cuenety. The United States Government. 

Mr. Poace. Who? Tom Abernethy, Tuck Gathings. If that is in 
Tom’s district, he is the United States Government so far as lis district 
is concerned ? 

Mr. Cuenry. That is right. That is exactly it. 

Mr. Poace. If it happened in Tom’s district, you would tell your 
employees down there that “Abernethy, he is responsible for losing 
your job,” and he is the very man up here trying to bail you out. 

In that way you make no distinction whatsoever. That is the way 
big business has done. You have told him the United States Gov- 
ernment did it. Who is the United States Government to that em- 
ployee? It is his Congressman. You know that that is an unfair 
statement to make to those people, that the United States Government 
did it. Why did you not tell them the administration ? 

Mr. Cuenry. I should have said the administration. 

Mr. Poace. You did not. 

Mr. Cuenry. I beg your pardon. I withdraw that and say the 
administration. 

Mr. Poser. All right then. 

Mr. Cuenery. I didn’t say which administration. It might be both 
of them, whoever is responsible. 

Mr. Poaes. I am not arguing that in the least. I am arguing the 
difference between a blanket indictment against the Government, 
which to that individual means primarily his local Congressman. 

Mr. Cueney. It might. It might mean his local supervisor. Any- 
way, may I continue, sir? 

Fine, thank you, sir. 

Now, the idea of making these foreign nations mercenaries, letting 
them stand the first brunt of an attack, I think that is nonsense because 
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if you will study the employment mercenaries in your medieval his- 
tory, you will find out where the interest lay. 

The Japanese have been held up as a great bulwark against com- 
munism. They will go where their interests lie. They are a proud 
race. They will not stay with the United States any longer than 
their interests lay in that quarter. 

So far as their gratitude is concerned, Theodore Roosevelt pulled 
them out of a hole in the Russian War they had. We helped them 
to beat the devil with their earthquakes and typhoons, and for the 
measure of their gratitude we can read our own history in the early 
1940’s and see what that amounts to, 

One more thing. This hearing here reminds me of a hearing some 
years ago when the late lamented OPA so mislead Congress and the 
American people that they had strangled the cotton textile industry 
and the underwear industry, including the cotton farmer. 

Mr. Garuines. How does this hearing remind you of OPA? 

Mr. Cueney. We appeared here before this committee, and before 
Senator Bankhead’s committee and told the story and out of those 
hearings came relief in the Bankhead-Brown amendment to the OPA. 

Mr. Garninecs, I remember quite well the Bankhead-Brown amend- 
ment. 

Mr. Cuenty. Exactly, sir; that is what broke the ice and made the 
cotton textile industry and the cotton farmer prosperous, 

Now, strange as it may seem, they tell me, and I believe it, inas- 
much as we seem to be in the same kind of a position or heading in 
the same kind of a position we were under the OPA, they tell me that 
a great number of the OPA people, after the cotton committees of 
Congress and the cotton farmer got into it, were transferred to the 
State Department. Whether that is true or not, I do not know. So 
I have been told. 

So we are absolutely, so far as I am concerned, in favor of your bill 
and in favor of the imposition of quotas. 

And thank you very much for your courtesy. 

Mr. Gatuines. Thank you very much, Mr. Cheney. 

It is nearly 1 o’clock. The American Farm Bureau Federation 
has filed its statement for the record and wili not appear. 

(The statement is as follows:) 


STATEMENT OF FRANK K. WOOLLEY, LeGISLATIVE COUNSEL, THE AMERICAN FARM 
BUREAU FEDERATION 


SUMMARY PRESENT COTTON SITUATION 


The present cotton situation is serious. 1955 acreage down one-third (lowest 
since 1883). Acreage allottment down another 4 percent in 1956 and still an- 
other 10 percent more in 1957 when it will be little more than one-half of 1951-52. 
1955 yield per harvested acre was 416 pounds, all-time high for third consecutive 
year and 137 pounds above 10-year average. 1955 crop record (exceeded only 8 
times) more than adequate to meet short time goal for domestic consumption and 
exports of 14 million bales (9 domestic, 5 export). Supply this season all-time 
record 26 million bales. Carryover at the end of this season—all-time record— 
estimated at about 15 million bales. Exports for first 2 months are less than half 
of same 1954 period. 1954 exports totaled 3.4 million bales. Total exports this 
year likely to be lowest in 100 years except during World War II and Civil War 
and its aftermath. Foreign cotton production within 14% to 2 million bales of 
supplying foreign demand, Foreign synthetic production doubled from 1949 to 
1954, currently 9 million bale equivalent. Foreign cotton and domestic rayon 
prices, 4 to.8 cents per pound less than United States cotton prices. Foreign rayon 
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price advantage encouraging widespread blending of rayon staple fiber up to 
one-third in traditionally all cotton fabrics. World trade in cotton badly de- 
moralized, almost at standstill past spring and summer—awaiting decision on 
United States plans. Hand to mouth buying favors synthetic expansion. 

In light of the current situation it becomes necessary to develop a program 
for cotton that discourages competitors from expanding and continuing uneco- 
nomic production, encourages consumption, encourages efficient production all 
designed to produce the maximum income to farmers. 

The following program is recommended by the American Farm Bureau Fed- 
eration based upon a report by its cotton study committee : 


LONG-RANGE PROGRAM 


1. Make Cotton Price Support Level Reflect Average Grade 


With the parity price of cotton tied by law to Middling % inch, the price of 
the average of the 1955 crop was supported at about 95 percent of parity. Amend 
price support law so that parity for cotton will be related more nearly to the 
average grade and staple. This would put cotton on the same basis as all 
other basic commodities. 


2. Study Method of Calculating Parity for Cotton 


As indicated above, the ideal price-support mechanism for cotton should be 
one which discourages competitors from expanding and continuing uneconomic 
production, encourages consumption, encourages efficient production, discourages 
inefficient production, and produces maximum net income for the farmers. 
The present system contributes nothing to first two and little to latter three. 
A system based on relative efficiency of producing cotton would contribute to 
attaining these objectives. As farmers become more efficient, a part of the 
increased return would be kept by farmers and a part passed on to consumers. 
With the forces of science working in behalf of cotton, the potential and actual 
improvement in the competitive position of cotton pricewise and qualitywise 
would be a strong deterrent to the use of capital for increased synthetic fiber 
production and uneconomic foreign cotton expansion. Likewise customers of 
cotton farmers would be encouraged to include cotton in their future plans. 

The proposed formula would include prices of things farmers buy in making 
a cotton crop, the quantity of these things used and the yield per acre. Elim:- 
nated from the calculation would be things that farmers buy to make crops 
other than cotton and the relationship of cotton prices to the prices of other 
farm products. 

The cotton study committee therefore recommends that the AFBF board, with 
such assistance as can be obtained from the Department of Agriculture and other 
interested groups, study the matter of how to improve the method of calculating 
the parity price of cotton to the end that it more accurately reflects technologi- 
cal changes. 

Basis for recommendaion.—The policy adopted by the voting delegates at the 
37th annual meeting with regard to this matter is as follows: 

“2. We support extension of the modernized parity formula to all commodities 
on the basis provided in existing law, but urge further studies on the problem 
of improving the parity formula. 

“Where there has been substantial technological improvement in the produc- 
tion of a commodity, it is desirable that this factor be recognized in the determi- 
nation of the parity price for such commodity. This may be especially impor- 
tant where it is necessary to improve the competitive position of a commodity.” 


3. Increase research for cotton 


The great advantage enioyed by synthetic fibers over cotton in research (at 
least 5 to 1) and promotion (about 40 to 1) can be overcome only by quickly and 
substantially increasing expenditures in behalf of cotton. Any adjustments 
made in price can be overcome by competitors—in large measure if not com- 
pletely—within a short time unless adequate support is made available for 
cotton research and promotion. $1 to $5 a bale spent on cotton research and 
promotion will result in great competitive gains. 

If we are to be successful in maximizing the use of cotton, we must have an 
adequate long-range research program. A major portion of this program of 
necessity must be financed by public funds. We therefore recommend that 
Federal appropriations for agricultural research be increased at the rate of at 
least $18 million per year for the next 5 years and that cotton share in this 
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expanded research program on a basis comensurate with its needs. Additional 
amounts will be necessary to provide adequate physical facilities for this ex- 
panded program. 

In addition to this expansion of public research, we as producers recognize the 
need for a greatly stepped up voluntary, self-help research and promotion 
program for cotton. We pledge our maximum efforts in support of voluntary 
self-help programs such as that of the National Cotton Council of America 
wherein the various segments of the cotton industry finance a program designed 
to increase the consumption and utilization of cotton, both at home and abroad. 

Basis for recommendation.—The policy adopted by the voting delegates at the 
37th annual meeting with regard to this matter is as follows: 

“We have consistently supported the development and expansion of agricul- 
tural research. We favor adequate funds from Federal, State, and local sources 
to carry out the development and expansion of such a research program. We 
believe that agricultural research should be further encouraged by both public 
and private agencies and institutions.” 

Based on 1955 policy as reiterated for 1956, the AFBF board has approved a 
5-year expanded program for research which has already been submitted to the 
Congress and would be the basis for our support for increased research for 
cotton, 


4. Mandatory labeling of tertile fiber products 

With the increased blending of rayon staple fiber into fabrics that traditionally 
have been all cotton, provision must be made to inform customers what they are 
buying so they can get what they want. Otherwise much of the sales promotion 
effort made in behalf of cotton will be lost. Cotton-rayon staple fiber blends 
appear to be much like cotton, and laymen generally cannot distinguish the two 
by sight or touch. Mandatory labeling legislation is essential. 

Basis for recommendation.—The policy adopted by the voting delegates at the 
37th annual meeting with regard to this matter is as follows: 

“We recommend the enactment of legislation to require labeling of textile 
products to disclose percentage of fiber content. Such labeling is necessary to 
provide adequate information to consumers, and assure fair competition among 
the various fibers.” 


5. Textile imports 

With United States tariffs lowered on textiles and the increased need for 
markets, the flow of cotton textiles and synthetics to the United States has 
sharply increased, United States farmers thereby lose part of their markets. 
The situation can adversely affect the cotton price-support program. 

We recommend that this matter continue to be studied and that every effort 
be made to negotiate an agreement with those countries increasing their exports 
of textile production to the United States, to the end that these imports may not 
increase to the point where they seriously affect the United States cotton 
industry. If such agreement cannot be satisfactorily worked out, particularly 
with Japan, we suggest that the Secretary of Agriculture exercise his authority 
under section 22 of the Agricultural Adjustment Act to investigate this problem, 
determine the facts, and make recommendations to other interested agencies of 
the executive branch for proper corrective action. 

Basis for recommendation.—The current rate of United States textile imports 
from Japan is approximately 8 million yards per month. This is the equiva- 
lent of between 76,000 and 96,000 bales per year. Japan is now spinning roughly 
2 million bales of cotton annually. She is purchasing approximately 750,000 
bales annually from the United States. Japanese officials high in the Government 
have indicated a willingness to negotiate on the basis of some concessions with 
regard to imports of Japanese textiles in return for their agreement to buy 50 
percent of their cotton requirements from the United States. 

1955 policy.—“6. Section 22 of the Agricultural Adjustment Act is a necessary 
part of the legislative machinery for adjustments in agriculture. We recom- 
mend that action be taken under section 22 and the escape clause by the Presi- 
dent of the United States not more than 25 days after action is requested by 
the Secretary of Agriculture for perishablés, including products with highly sea- 
sonal markets, and not more than 120 days for storable commodities.” 


6. Further reduction of production and CCC surplus stocks 
Seek the voluntary cooperation of farmers to further reduce their acreage of 
cotton, and provide for payment in kind. 
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Basis for recommendation.—The policy adopted by the voting delegates at the 
37th annual meeting with regard to this matter is as follows: 

“(1) That, as an incentive to encourage the more rapid adjustment of produc- 
tion to demand, producers of controlled crops be encouraged to underplant their 
allotments by offering them full protection for their base histories for a period 
of years, plus negotiable options to buy (or participating certificates drawn 
against) Commodity Credit Corporation stocks up to the normal production 
of the underplanted acreage at prices which will encourage adequate participa- 
tion provided (a) that commodities thus removed from CCC stocks shall not be 
eligible for further price support, (b) that the rights of tenants are protected, and 
(c) that the acres thus diverted are devoted to soil-building crops or practices 
without the additional compensation other than agricultural conservation prac- 
tice payments. Options to buy different feed grains should be interchangeable” 
(item No. 1 of newly developed AF BF soil-bank plan). 


SHORT RANGE OR TEMPORARY 


Regardless of the type of price support and marketing quota program for 
eotton, surplus and shortage situations inevitably will arise. These must be 
dealt with. The following suggestions are aimed at meeting these unusual 
situations: 

To expand export markets for cotton, we must be prepared to deliver quality 
products, competitively priced and vigorously merchandised. It requires much 
less effort to maintain an existing market than to try to regain one that has 
been lost. 

In any such program, steps must be taken to insure that domestie manufac- 
turers of cotton textiles will continue to be able to compete in world_textile 
markets. 

Therefore, we recommend that the Secretary of Agriculture and the whole 
executive branch of the Government take the necessary action to maintain, re- 
gain, and expand the exports of cotton in order that we may maintain our fair 
share of the world export market for cotton. 

Basis for recommendation.—The policy adopted by the voting delegates at the 
37th annual meeting with regard to this matter is as follows: 

“We must guard against legislation or administrative action which would de- 
moralize markets or create unfair competition for producers either at home or 
abroad. However, the executive branch of the Federal Government should not 
stand idly by and watch foreign outlets shrink when supplies are available in 
the United States. It requires much less effort to maintain an existing market 
than to regain one that has been lost. Accordingly, whenever supplies threaten 
to become excessive, action should be taken in a timely manner to permit United 
States farm products to maintain a fair and stable competitive position in world 
markets. This should include the use of Commodity Credit Corporation or other 
funds, as appropriate, to encourage the movement of commodities directly into 
world trade through private channels before they become the property of the 
Government,” 


Exports of farm products 

“The prosperity of American agriculture is greatly dependent upon the main- 
tenance of a high level of United States agricultural exports. Loss of export 
markets has resulted in increasing agricultural surpluses and has contributed 
to declines in farm income. .A large portion of the acres diverted from basic 
commodities has been made necessary by our loss of export markets. 

“To expand export markets for farm products we must be prepared to deliver 
quality products, competitively priced and vigorously merchandised in markets 
where customers have the ability and continuous opportunity to earn dollars 
to pay for these products.” 

OTHER MATTERS 
Poundage quotas 

We recommend that American Farm Bureau Federation oppose the substitu- 
tion of cotton poundage quotas for marketing quotas based on acreage allot- 
ments. 


1956 Allotment 


In view of the 14 to 15 million bales surplus we will face, it was the consensus 
of the committee that it would be unwise to raise the national cotton allotment 
for 1956. 
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Minimum acreage allotment 


The board of directors of the American Farm Bureau Federation in June 1955 
went on record favoring the principle of a minimum-acreage allotment. The lan- 
guage that the Board had in mind at that time was somewhat as follows: 

“That section 344 (b) of the Agricultural Adjustment Act of 1938, as amended, 
is amended by inserting before the period at the end thereof a colon and the 
following: ‘Provided, That the Secretary shall determine the amount of: addi- 
tional acreage allotment required to establish minimum farm allotments pur- 
suant to subsection (f) (1) of this section and the amount thereof or an acreage 
equal to 1 per centum of the national acreage allotment, whichever is smaller, 
shall be apportioned to the States on the basis of their needs for such additional 
acreage allotment, as determined by the Secretary, and the additional acreage 
allotment so apportioned to the State shall be apportioned to the counties on 
the same basis and added to the county acreage allotment (after deduction of 
the county acreage reserve) for apportionment to farms pursuant to subsection 
(f) of this section: Provided further, That the additional acreage allotment 
made available for any State shall not be less than the acreage determined by 
multiplying the State acreage allotment by the smaller of: (1) 1 per centum; or 
(2) the percentage which the total acreage determined by the Secretary under 
the foregoing proviso as required for minimum farm allotments is of the na- 
tional acreage allotment; and any additional acreage allotment allocated to a 
State pursuant to this proviso shall be used, to the extent needed, to provide 
minimum farm allotments, and any remainder shall be added to the State reserve 
and used for the purposes specified therein.’ 

“Sec. 2. Section 344 (e) of the Agricultural Adjustment Act of 1988, as amended, 
is amended by inserting before the period at the end thereof a colon and the 
following: ‘Provided further, That if the additional acreage allotment allocated 
to a State under the provisos of subsection (b) is less than the requirements for 
establishing minimum farm allotments for the State as determined under the 
first of such provisos, the acreage reserved by the State committee under this 
subsection shall be not less than the smaller of: (1) The remaining acreage so 
determined to be required for establishing minimum farm allotments; or (2) 
3 per centum of the State acreage allotment; and the acreage which the State 
committee is required to reserve under this proviso shall be allocated to counties 
and added to the county acreage allotment (after deduction of the county acre- 
age reserve) for apportionment to farms pursuant to subsection (f) of this 
section.’ 

“Seo, 3. Section 344 (f) of the Agricultural Adjustment Act of 1938, as 
amended, is amended by changing paragraph (1) to read as follows: 

“*(1) Insofar as such acreage is available, there shall be allotted the smaller 
of the following: (A) 4 acres; or (B) the highest number of acres planted to 
cotton in any year of such 3-year period.’ ” 

With this amendment, the provisions of H. R. 8658 would be in accordance 
with the understanding of the American Farm Bureau Federation of what the 
cotton producers throughout the country are agreed upon. 


Mr. Gatuines. We will now recess until 2:30 this afternoon. 
(Whereupon, at 12:40 o’clock p. m., the committee recessed, to 
reconvene at 2:30 p. m., this day.) 


AFTERNOON SESSION 


Mr. Gatutnes. We have with us this afternoon Mr. Robert C. 
Jackson, executive vice president, American Cotton Manufacturers 
Institute, Inc. 

We will be delighted to hear from you. 


STATEMENT OF ROBERT C. JACKSON, EXECUTIVE VICE PRESIDENT, 
AMERICAN COTTON MANUFACTURERS INSTITUTE, INC. 


Mr. Jackson. Mr. Chairman and gentlemen of the committee, the 
headquarters office for the American Cotton Manufacturers Institute 
is located at Charlotte, N. C. and our Washington address is 1145 19th 
Street NW. 


73191—56 ——-1 
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The American Cotton Manufacturers Institute is the overall trade 
organization of the cotton spinning and weaving industry of this 
country and includes in its membership approximately 85 percent of 
the approximately 23 million cotton system spindles that are in place 
in this country. 

Mr. Chairman, I am sorry I do not have a prepared statement. I 
have an outline here that I was prepared to talk from to try to keep 
on the track, but anticipating that we would be on early yesterday 
and arriving only late in the weekend, there simply was not time to 
prepare a full statement. 

Mr. Gatutnes. That may be more effective. 

Mr. Jackson. I hope so, sir. 

Mr. Chairman, I think we express the unanimous opinion of every- 
body connected with the cotton textile industry in saying to this com- 
mittee that we are most grateful for the interest that you are taking 
in these very serious cotton problems. 

In our opinion—and I am quite certain I speak for the cotton manu- 
facturing industry on this point—cotton is at a most serious cross- 
roads, perhaps the most serious period that we have witnessed in a 
long, long time. 

We think that decisions which are made right now within the 
next few days and weeks and, certainly, months, will in large measure 
determine whether we have a dynamic, expanding cotton industry— 
and I am speaking of the overall industry—from the farmer through 
to the manufacturer—in keeping with the overall growth and develop- 
ment of America; or whether we have an industry, an overall cotton 
industry that is dying on the vine from causes that for the most part 
are unnecessary, and that are subject to correction, either administra- 
tively or legislatively. 

One road of this crossroads, we think, leads to a complete loss of our 
export markets within the very near future. And a dwindling domes- 
tic consumption which could be anticipated in 5 years, perhaps, to drop 
to as low as 7 or 8 million bales; in other words, a total outlet for 
the Amercan cotton farmer of 7 to 8 million bales of cotton. 

On the other hand, the other road leads to an export market which 
we think is rightfully ours of conservatively 4 to 5 million bales, 
perhaps more; and a domestic consumption certainly at its present 
levels and within the very near future, 3 to 5 years, perhaps in the 
neighborhood of 10 to 11 million bales with further increases indi- 
cated soon thereafter. Or, in other words, a total offtake, exports 
and domestic consumption, of 14 to 16 million bales. 

I do not think it is necessary to take the time of this committee in 
talking about the export situation. You had the producer groups on 
here yesterday. They developed that very fully. 

And we do not think that is what you want us to comment on. 
_ before leaving it, I would like to make just 1 or 2 observations 
about it. 


It was my privilege last summer to attend a meeting of the Inter- 
national Cotton Advisory Committee in Paris as one of the advisers 
to the American delegation which was headed by Marion Rhodes. As 
you know, that organization is made up of representatives of govern- 
ments from all of the cotton-producing and consuming countries of 
the free world. 
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Frankly, I think all of us were perfectly amazed as we sat there 
and heard unfolded by these various cotton-producing countries—by 
their representatives—their plans for further expanding their cotton 
acreage during the very period when our farmers in this country have 
cut theirs to the very bone. 

You will recall it was at that same meeting, a year previously, when 
the then Assistant Secretary of Agriculture, John Davis, in deepest 
honesty and seriousness said to those people, that the United States 
was not going to sit around indefinitely and let these other countries 
take over our export markets. 

But here we were at a period of a year later, and they had continued 
to take them over, they had continued to increase their acreage while 
we were decreasing ours and they were laying out their plans for 
further expanding their acreage. 

That is all a matter of record. I know it is not anything new to 
you but it simply boils down to this: That we are losing our export 
markets. We are losing them fast. And the end is near in sight 
unless some action is taken. 

We have reduced our acreage to the point where our farmers just 
simply cannot take it much further; and certainly, it must not be 
continued on its present basis. 

At the same time, we are watching a buildup in this country and in 
foreign countries of a synthetic fiber production that is tremendously 
alarming. 

A representative of the German textile industry told us over there 
that no group in Europe was matching more carefully the plans for 
the United States Government regarding its export sales program 
than were the manufacturers of synthetic fiber, that they were vastly 
expanding their productive plants, that it was involving very sub- 
stantial investments, and that so long as they felt that the United 
States was not going to get itself competitive in its exports markets 
that they were free to move ahead with those investments. 

It is simply another indication of the buildup of competition, both 
of cotton and of synthetics, that has taken place because we have 
failed in this country to make our cotton competitive in the export 
markets. 

ICIC has said, and I am sure you know this, that if this trend is 
continued for just 2 more years the gap between foreign production 
and foreign consumption will be closed, thereby eliminating any re- 
quirement for United States cotton in the export markets of the world. 

Gentlemen, that will be a terrible tragedy to this whole cotton in- 
dustry, if it 1s allowed to happen; and particularly, if it is allowed 
to happen unnecessarily. 

Not only would it be bad for the overall cotton economy, for the 
farmers, but I think it comes as a surprise to many people to learn 
how directly and how seriously concerned the textile manufacturing 
industry in this country is about a loss of export markets. 

And when you think about it a moment it is perfectly obvious why 
they are so seriously concerned about it. It is a cold selfish interest, 
if you want to put it that way. 

r. Garutnes. Would you allow me to ask a question right there? 

Mr. Jackson. Yes. 

Mr. Gatuines. Just before you go into that phase of the presenta- 
tion, you have been interested in cotton for a number of years—with 
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the National Cotton Council prior to the time that you assumed this 
new position ¢ 

Mr. Jackson. Yes, sir. 

Mr. Garuines. As executive vice president of this organization 
I just wondered if you could answer a question for the record as ta 
how many people actually are engaged in the production, the process- 
ing, the ginning and the warehousing and in all phases of the cotton 
industry. How many people are actually affected, when you speak 
of the loss of export markets, when you speak of the situation that now 
confronts cotton, how many people are you talking about? 

Mr. Jackson. Mr. Chairman, the number is so great when you. 
start boiling it down it is almost staggering and it is hard to believe. 
A while back the National Cotton Council tried to make a pretty care- 
ful analysis of that subject, beginning with all the way back behind 
the man really who grows it, looking at the people who make the 
insecticides and the fertilizers and the transportation facilities and 
the farm machinery that is involved, and so forth and so on, as the 
thing begins to spread out; and their estimate was that, as I recall, 
there were approximately 15 million people in this country who were 
directly or importantly indirectly dependent upon cotton for their 
livelihood. 

Mr. Gatuines. That would, of course, include the families. 

Mr. Jackson. Including, yes; the families of the people who are 
actually engaged in it. On this matter of why the mills are so con- 
cerned about a loss of export markets, I would just like to make these 
three points. 

In the first place, I think it is obvious that we cannot have anything 
like the same fealty cotton economy we have in this country if cotton 
is produced for domestic consumption only. If we had to reduce our 
cotton economy, our production plant, our gin plant, our warehousing, 
merchandising plant, the fertilizer, the insecticide, the merchandising 
operations, everything combined to that level, it would simply paralyze 
the cotton economy as we know it today and the influences of that 
would spread very rapidly throughout the United States. 

You know much better than T the problems associated with dis- 


laced acreage and what you will put it in and how you move over 
p g y p y 
i 


into the other man’s productive faci 
out of cotton, and so forth. 

So that is factor No. 1. It is overall and everybody has the same 
concern about that factor. 

But moving a little more specifically to the mills’ interest, if the 
time ever comes when we are producing raw cotton in this country for 
domestic consumption only, it will mean that the cotton mills will not 
have the selection of qualities that they have now. It would mean, 
also, that if we were producing for domestic consumption only, should 
we have a crop failure, we could have panic in the whole cotton in- 
dustry in this country. If you wanted to make a cotton millman 
really shake in his boots, you just talk about the time coming when we 
are producing for domestic consumption only. 

It is a very prime, a very obvious and a very selfish interest if for 
no other reason. But then, there is another very important factor 
that is often overlooked and it is this: 

We are all aware of the tremendous competition that cotton faces. 
This agricultural committee through the years has done much to. try 


ty when you have to take acreage 
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to stimulate many areas of research, to improve cotton’s competitive 
position. 

[ think that if we had to produce in this country for domestic con- 
sumption only, we could never hope to achieve the overall efficiency 
of cotton production that is going to be necessary in the years ahead 
to keep cotton competitive, quality wise, pricewise, and otherwise. 

So what I am leading up to is this, that while in years past, this 
industry has historically opposed any sort of a two-price plan—any 
sort of a plan which would have the effect of letting foreign mills 
get American cotton at prices lower than American mills pay, for the 
obvious reason that they feared those goods coming back into this 
country, and they feared the loss of textile export mar kets where they 
would be placed at a competitive disadvantage—the mills of this coun- 
try look upon the present emergency as being so great and the poten- 
tial loss of our export markets ‘being so near, thai something has got 
to be done. 

And I think you will find almost unanimous agreement among the 
cotton textile manufacturing establishments of this country that the 
course that is laid out in this bill isa proper course. 

In other words, a competitive export selling program that would 
not only. begin to move raw cotton into channels of export trade but 
will alert the rest of the world to the fact that we are not going to sit 
around and let them take our markets away from us, and a v bill which 
at the same time provides reasonable offsets for the domestic industry. 

Gentlemen, the interest of this committee, and I am sure the interest 
of the cotton farmer, in fact, the interest of all segments of our indus- 
try, is in the total market for cotton, the total offtake, which, of course, 

sans both domestic and export. 

The truth of the matter is that the prosperity of the American cot- 
ton farmer and of the domestic cotton m: mufacturing industry are 
completely interrelated—one is dependent upon the other. 

I might say for the past 3 years that it has been our pleasure to 
enjoy a very close working relationship with the farm leadership of 
this country. Our industry, through a whole series of visits by our 
officials out inte the producing areas, meetings with the cotton pro- 
ducing leadership, with cotton mill tours where we are bringing pro- 
ducer leaders from all of the States into the mill areas, letting thie 
go into the mills, to see for themselves what happens to ‘their product 
after it gets there—we think that there is perhaps the best under- 
standing between the farmer and the millman today that there has 
ever been. We are very proud that our organization is attempting to 
make a contribution in that direction. 

Bearing that factor of the total market in mind, we presumed that 
it was the desire of the committee for us representing the domestic 
industry to concentrate our discussion on factors relating to the domes- 
tic outlook with primary emphasis on the need for import limitations 
on textiles. 

In this connection, Mr. Chairman, there are 2 or 3 basic sets of facts 
relative to this domestic industry which are not generally known but 
which serve as important background information in any discussion 
of this sort. If you would let me develop just a little of that back- 
ground before getting specifically into the import situation, I think it 
would be helpful in setting this problem in its proper perspective. 
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The first fact not generally known is this, that by any standards 
the cotton textile industry of this country is one of America’s largest. 
It is 1 of the 4 or 5 largest industries in the United States. 

But while it is one of the largest, unlike the other big ones, it is 
made > of hundreds of relatively small individual manufacturing 
establishments. As contrasted with some of the other large industries 
where control is in the hands of just a few companies, no single cotton 
textile operation in this country owns, controls, or operates more, I 
would say, than 5 percent of the total spindlage even counting some- 
of the mergers that have taken place during recent months and during 
the past couple of years. 

Mr. Gatuines. How widaopmendl are those operations—what area 
and what States are involved ¢ 

Mr. Jackson. Actually, we have members of our organization in 27 
States. I think approximately 65 percent of the industry is located 
in the Southeastern States primarily, with some few mills scattered 
on across into Tennessee, Mississippi, Texas, Arkansas. 

The other concentrated area of activity isin New England. Close to 
15 percent, I suppose, of the industry is located there. Mr. William 
Sullivan, who is the head of the Northern Textile Association is here, 
as you know, and is prepared to comment on the proposed legislation. 

Mr. Chairman, the point that we are making here is that this indus- 
try within this country is terribly competitive. For every yard of 
goods or pound of yarn that is sold there are scores of mills trying to 
get the business. 

Another interesting factor is that while these mills are scattered in 
27 States, virtually the entire product of the industry is sold through 
an area in New York City that is not much larger than the Capitol 
Building. It is probably about 2 blocks by 4 blocks. 

A second factor that is overlooked very often is that historically 
we are a textile exporting country. 

There is a group of countries in the world that produce textiles 
in excess of their domestic requirements. There is a second group of 
countries that produce some textiles but not enough for their domestic 
requirements. There is a third group of countries that produce no 
textiles at all and have to depend entirely on imports. 

It is a perfectly logical thing that this country with the base of the 
largest cotton production in the world, with the largest cotton tetxile 
industry in the world, with the greatest diversity of production in the 
world, and relative to wages paid the lowest priced textiles in the 
world, should be an important textile exporting country as we have 
been through the years. 

_ The truth is that for many, many years there have been the so-called 
Big Four of textile exports. Those are Britain, India, Japan, and the 
United States. 

A third generally misunderstood factor relates to the product of the 
industry, what these mills that buy the cotton from the farmers 
actually make. 

There are many segments to the cotton industry, but basically the 
spinning and weaving industry which is the primary manufacturing 
operation, are the people that buy the cotton from the farmer or from 
the merchants. They are divided into three categories. 

The first includes those we call the sales yarn mills, mills that spin 
and sell yarn, which is just thread to the layman. Here is a sample 
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of the product. I do not know enough about textiles to know what 
number yarn this is, but it is interesting, Mr. Chairman, to note that 
in a textile mill a No. 1 yarn means that a pound of cotton is spun 
out into a half-mile length, 840 yards. It means in turn that a No. 30 
yarn would be 30 times 840 or approximately 25,000 yards, some 15 
miles, a pound of cotton spun into that. Our No. 100 yarn means that 
a Deane of cotton is spun into 100 times 840 and that would be 84,000 
ards. 
7 It is the sales yarn mills that make this. They buy the cotton, make 
this and then they sell it to other operations, that either weave or knit. 

For amps much of the yarn that we make is sold to the group 
represented by Mr. Cheney here this morning, the underwear mills. 
Many of them depend on buying their yarn for their own operations. 

The second major category are the mills which make and sell gray 
goods. That mean this type of cloth. The housewife calls it “un- 
bleached domestic.” Actually, it is an unbleached, unfinished piece 
of cloth. The entire price structure of the industry, for the most part, 
is based on gray goods prices. 

This happens to be a piece of what the industry calls 80 square 
print cloth. It has 80 threads to the inch each direction. It is called 
4-yard cloth, meaning that a pound of clean cotton makes 4 yards of 
this, or, to put it the other way, 4 square yards of this weighs a pound. 

Incidentally, it is interesting to note that according to USDA figures 
last year, of the 17 basic gray goods construction on which the De- 
partment of Agriculture keeps its records, accounting for an impor- 
tant majority of all of the cotton goods produced in this country, cot- 
ton oe represented about 56 percent of the selling price of this 
cloth. 

So it is obvious that cotton cloth is a very important part of what 
the average mill makes and sells. 

Now, the third important category are the mills which spin and 
weave and then finish the cloth into some pattern. In other words, 
they take this cloth or whatever they make, and do a bleaching and 
then a printing job or finishing job of some sort to give it a pattern. 
Of course, many of those same mills, many mills in that some category, 

roduce finished items for household uses such as towels and sheets and 
dspreads. 

With those exceptions, for the most part the mills that buy the farm- 
er’s cotton do not make a finished product. Mills do not make dresses 
or shirts or draperies. They aol and sell gray cloth for the most 
part to what is called converters. The mills have the cloth finished 
according to their own specifications and then put it into a product 
they make, or they do it on contract and sell it to the dressmaker or 
the shirtmaker or somebody else. 

Obviously, there are many other components of the industry, but 
those are the three major categories of producers—the sales yarn 
mills, the “gray goods mills,” which are the largest group, and those 
mills which carry out the entire process. 

Another major factor that you should know about—and it applies 
both here and abroad—is that in years past the lines were drawn rather 
sharply, between various types of mills. There were cotton mills; 
there were woolen mills; and there were silk mills. Each involved a 
very specific sort of process. Each involved certain end-use markets. 
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There was very little overlapping, either in the product or in the 
process or in the markets that they served. 

But along in the 1930's, as you know, a very significant development 
took place. Rayon came into its own and was adapted to the so-called 
eotton system of spinning and weaving, which meant that a cotton 
mill could and can—with very little adjustment and relatively little 
expense—shift over from the manufacture of cotton, from the spin- 
ning and/or weaving of cotton, to the spinning or weaving of syn- 
thetic fiber. 

This simply means, and I cannot overestimate this fact, that cot- 
ton’s first point of competition now is at the textile mil) door, because 
the mill man now has a choice of fiber. He can spin cotton or he can 
spin rayon or other of the synthetics. ' 

The result is that we have seen a pretty rapid drift away from the 
so-called single fiber mills to the multifiber mills, those that are capa- 
ble of handling cotton, rayon, dacron, nylon, orlon and, in some in- 
stances, wool. 

Most of these fibers and notably cut staple rayon, which is prepared 
to look very much like cotton and functions very much like cotton in 
the mill, are rather easily substituted. 

Last week in the mills we saw cotton and rayon running right side 
by side on the same type of equipment and we saw the two fibers being 
blended, and other processes; and we also saw paper being woven on a 
cotton system loom, twisted and woven into automobile seat covers. 

The mill man is vbviously going to make what the consumer wants, 
but I think it is important for us to bear in mind with his knowledge 
of the market, with his contacts in all of the markets of the world, 
with his stylers, his designers, with his advertising, his research, the 
mill man is in position to influence that consumer’s choice in a very 
important way. 

What I am leading up to is that as cotton people it is tremendously 
important—and this factor has impressed itself on me, I think, more 
than most any other thing (these last few years that I have been work- 
ing for the mills)—that as cotton people we have got to keep the mill 
sold on cotton, sold on its future, believing in it, wanting to spend 
their money to do research to improve it and to promote it, and to 
increase the efficiency of their mills to handle it. Unless we do that, 
cotton just simply can’t remain competitive otherwise, regardless of 
what we do. 

Well, obviously, Mr. Chairman—and I have been a little more in- 
volved than I intended to—there are many factors which affect the 
decision of the mill man as to whether he will stay with cotton, 
whether he will shift a portion of his production or all of his produc- 
tion away from cotton. There are such obvious considerations as the 
quality, the price, the susceptibility to research, to advertising, and 
selling, and so forth. 

But also there are a group of intangible considerations which become 
terribly important, psychological considerations or whatever you 
would like to call them. 

Government policy is the sort of thing I am talking about. When 
you consider that the sole raw material of the cotton mill which is cot- 
ton grown under controls, marketed through a price-supported sys- 
tem, subjected to rigid import quotas, and otherwise the subject 
always of much legislative and administrative consideration, you 
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begin to see why it creates such a delicate situation for the mill man 
who is trying to keep on spinning and weaving that cotton and who 
wants to stay with it in the future. 

And most of them do. Most of them have the same allegiance to 
it that those of us have who grew right up in the middle of it back in 
Mississippi or Arkansas or Texas. 

So what I am saying is that national cotton policy, Government 
policy, is one of the important intangible factors that operates in this 
competitive picture so far as cotton 1s concerned, and it is something 
that we always need to keep in mind. 

Today, because of Government policies and actions relative to im- 
ports, the cotton textile industry is more concerned than I have ever 
seen it before and I say that in deepest seriousness. 

And we think that unless a reasonable and workable solution is 
found to this problem of unrestricted imports in the pretty near 
future, that this industry’s confidence in the future of cotton is going 
to be shaken to such an extent that it is bound to affect their plans 
regarding their expansion of cotton in the future. St 

I can cite you example after example. Just to pick one which is 
perhaps the outstanding one, Cone Mills Corp., one of the largest users 
of cotton in this country, located at Greensboro, N. C., recently made 
all plans to build a new plant out in Texas. The ground was bought, 
the blueprints were completed. We understand that they had even 
gone so far as to select the constructor. But then, this Japanese thing 
seemed to be getting out of hand, and Cone just simply decided that 
they could not afford to take a chance on that investment. And so 
they did not. They have at least temporarily canceled their plans to 
go ahead with that plant. 

There are many other examples of that type of thing, the psycholog- 
ical influence that it is having on the industry as it tries to decide what 
it is going to do relative to expansion. 

The background of the problem is briefly this: A year ago this past 
fall, in 1954, all of a sudden imports from Japan picked up very 
heavily, for no particular reason. The significance of it was that 
those goods could come into this country under the then current tariff 
schedules which were very low, and under our very depressed prices, 
which were at a real depression level. 

Many of the best mills in the country were losing money. The whole 
industry operated on a profit that year of 1 percent on its sales. That 
is the sort of price structure we had. But even with that low price 
structure, those Japanese goods could still come in under those prices 
and over our then current tariff schedules which indicated clearly that 
the tariffs were not any obstacle to their entry into this country. 

About that time the so-called Geneva list was announced and on that 
list were the items to be negotiated for further downward tariff 
revision at Geneva. 

The cotton textile industry was singled out for far more complete 
treatment than any other major industry in the country. We estimate 
that about 80 percent of the product of the industry was on the list to 
be negotiated at Geneva. We did everything that we knew to do at 
the time to try to impress upon the State Department and these other 
agencies of Government that there was no need to cut the rather small 
tariff that was still left; that the goods obviously could come in and 
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that any further cut would only be construed as an invitation to the 
Japanese and the others to come on in, that “the doors are wide open 
and you are welcome.” 

In spite of all of those warnings and in spite of what he considered 
to be reasonable assurances that it was not to be done, they did cut the 
tariffs, as you know, from 25 percent on this type of gray goods to 
48 percent on this type of goods. 

I will not get into what has happened since then. You have seen 
the figures. You have heard the testimony about the very substantial 
increase in imports that has taken place since that time. 

Speaking this morning of the 3 million dozen blouses, an item ap- 
peared in yesterday’s Daily News Record, which is a trade publication 
of the industry, saying that during the month of December more 
than a million dozen blouses came in from Japan which raised the 
total to 414 million dozen for the year. In other words, roughly 50 
million of those, of that single garment came in. 

The logical question I think for this committee to ask and for any- 
one to ask is, “why can’t the United States industry compete, as effi- 
cient as it is supposed to be, as it likes to think that it is, why can’t it 
compete with Japan, or with anybody else for that matter?” 

Unlike the techniques involved in most other manufacturing indus- 
tries, the manufacture of textiles is a universally known process. It 
is @ very precise process, involving the same sequence of operations, 
the same types of machines, regardless of whether it is done in Eng- 
land or in Japan or the United States. 

There are three primary elements of cost involved in the manufac- 
ture of textiles. 

The first and the most important one is cotton. As I indicated even 
in our country, on gray cloth products cotton represents more than 
50 percent of the cost. 

As far as cotton is concerned it surprises most people to learn that 
you can land cotton from the west coast to Japan just as cheaply as 
you can ship cotton from many areas in this country to the mill points 
in this country, because of lower ocean freight rates. 

But furthermore, on top of that, as you know, the Japanese or any 
other textile industry of the world is permitted to buy its cotton wher- 
ever it can buy it the cheapest. 

I was down in south Texas a while back and I saw there across the 
Rio Grande River cotton that was identical to cotton on this side, 
being ginned on the same type gins, exactly the same variety, being 
handled by the same merchandising operation. The only difference 
was that the cotton over there was selling 4 cents a pound cheaper 
than the cotton over here, and the cotton on that side was available to 
any other mill in the world except a mill in the United States. 

Our mills do not fuss about that. The mills do not complain about 
an import quota on raw cotton. They think the farmer is entitled to 
it. They think the farmer has to have it. 

But they do think it is very unfair to say that any other mill can 
buy that cotton, can take it back home and process it and bring it into 
the United States, at a price lower than the American mill can make 
those goods. 

So the point I am making, so far as cotton cost is concerned, is that 
we have no advantage, contrary to what most people think and at the 
present time we are at a considerable disadvantage. 
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The second item of cost is machinery, capital investment, machine 
utilization, whatever you want to call it. 

At the end of the war, the Japanese had in place approximately 2 
million + em That has now been built up to 81%4 million. It is 
some of the finest equipment in the world. They have got some of the 
best that we produced, that the Swiss and that the British produced. 
And their own textile machinery manufacturing establishment has 
just grown by leaps and bounds, and I think I am correct in saying that 
— are today leading the world in exports of textile machinery. 

ut the point is that they have a virtually new plant in Japan. 
Overall, on an average, it is more modern, a better plant than we have 
in the United States. 

So, so far as machinery is concerned, the second big item of cost, 
we have no advantage. If there is any advantage they have it. So 
that leaves labor as the only competitive factor. 

Labor, incidentally, is the second to cotton in its percentage of cloth 
manufacturing cost. You know what that story is. Our average 
wage in the textile industry of this country is approximately $1.30. 
I expect it will move up to something a little higher than that soon. 

The average wage in Japan, ‘ochuline benefits, does not average 
more than 15 cents an hour. 

So we are placed in an impossible competitive situation no matter 
how efficient we are. Let us say we are 50 percent more efficient or 
100 percent more efficient. That simply means that they are using 30 
cents worth of labor where we are using $1.30. We simply could not 
be enough more efficient to overcome that kind of advantage. 

Looking at it just a little differently, we are committed to our cost 
by laws in this country. More than 50 percent of our cost, as I stated, 
is in cotton. We are committed to pay the price support for cotton. 
Weare not permitted to import cotton from outside except very limited 
quantities of these specialties. (As I say, that is all right with the 
mills. They do not fuss about it.) 

We are also committed to pay a minimum wage that becomes 1 dollar 
the 1st of March, for labor. And if you are paying a minimum of a 
dollar, your average is something up above that. 

Those two items of cost together represent between 75 and 80 percent 
of the selling price of our product. So the textile industry is in a 
position that is different from any other industry in America, I sup- 
pose, regarding this business of foreign-trade policy. 

Between 75 and 80 percent of our cost is fixed by law. We have no 
opportunity to get below it. 

o far as we are concerned, the idea of free trade just isn’t possible 
because too much of our cost is fixed and we have no control over it 
and can do nothing about it whatsoever. 

Then when we start saying to other countries, “We are going to let 
you not only buy your cotton elsewhere cheaper than you can buy it 
here, but we will sell you American cotton cheaper than we sell it 
to our American mills,” it is perfectly obvious that something has to 
be done, if you want to preserve this market here and retain any 
confidence whatsoever on the part of the people who are expected to 
consume this cotton. Mr. Chairman, we have here a booklet entitled 
“Cotton at the Crossroads.” 

Another aspect of this problem is our loss of textile export markets. 
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In 1947 in this country, if you will turn to page 15, and note the table 
in the booklet, you will notice in 1947 we reached a peak of exports 
of 1,479 million yards. That means that we were exporting in the 
form of cloth approximately a million and a half bales of cotton, 
That was immediatly after the war. The Japanese industry and some 
of the other industries had not gotten back on their feet and that was, 
I am sure, more than our just share of the world market based on 
history. 

However, we did think at that time, and I think the other textile 
exporting countries felt, also, that we would retain perhaps 1 billion 
yards of export market—meaning we would be exporting around a 
million bales of cotton in the form of goods. 

But you see what has. happened. Under our program of reci- 
procity, which has not been real reciprocity insofar as textiles are 
concerned, and under our various aid programs and building up the 
textile industries of other countries, we have seen our export markets 
decline from that level to, as you see in 1954, 650 million yards. 

In other words, we lost about 800 million yards of textile exports 
during that period, or approximately 800,000 bales of cotton. 

The trend is still downward. For 1955, our exports will be barely 
above 500 million yards. 

Mr. Aserneruy. Would you yield right there? That is one of the 
unfortunate things of having the Department come up and testify and 
then run off—I do not mean they deliberately ran off, they were 
excused, 

Now, Mr. Butz, Assistant Secretary, seemed to think we were doing 
all right this morning inasmuch as we were exporting—what was it? 

Mr. Jackson. About a little over 500 million yards. 

Mr. Apernetuy. Of course, at that particular moment none of us 
had any information that we had dropped from 1,479 million to that 
figure. 

Mr. Jackson. That is right. 

Mr. Asernetuy. But he seemed to think we were doing all right. 

Mr. Jackson. Frankly, we noted the testimony on that and that 
is one reason I wanted to bring it up at that time because we think 
that if that is the extent of their observation on that particular point 
that it just is not complete. 

Mr. Anernetuy. I might tell you that Mr. Burmeister who is the 
man that made the finding that actually went up to the Secretary, 
on which they are going to make their ruling regarding this applica- 
tion on section 22, pointed out to me himself over the telephone about 
2 weeks ago that our exports were pretty good, that they were 500 
and something—what did you call it—yards ! 

Mr. Jackson. Million yards. 

Mr. Anernetuy. And about three times what our imports were, 
but I was not in a position to tell him that that was about a third of 
what it used to be, because I did not know of that. This is my first 
knowledge of it. Does the Department know about this! 

Mr. Jackson. Yes, sir; this was submitted to them. 

Mr. Apernetuy. I hate to say it, then the Department misrepre- 
— the picture this morning when its statement was submitted 
ere. 

Mr. Garutnes. It could have been, though, Mr. Abernethy, that 
the one that drafted this particular statement that was read here—— 
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Mr. Asernetuy. It might have been as assistant to an assistant’s 
assistant. That could be. Probably, that girl that signed that letter 
down there to Harper’s magazine did it. [Laughter.] She probably 
drafted this statement. 

Mr. Jackson. Mr. Chairman, you will note even in 1950 after there 
had been a considerable build up of the textile industry of the other 
countries of the world, that our imports as a percentage of exports 
were 8.6 percent. 

But now it has moved on up to where in October, which is the 
last month we had on record at the time this table was made, our 
imports were 31.5 percent of exports. So the thing is operating 
against the American industry and against the American farmer 
from both directions. 

On the one hand, we are losing our export markets very rapidly and 
our imports are picking up very rapidly, and the gap, of course, is 
closing very fast. 

What we would like very well to know is how far they are going 
to let it close before they consider that something needs to be done. 

Mr. Apernetuy. They said they were watching it. 

Mr. Jackson. Yes, sir. 

Mr. Anernetuy. I do not know what that means. 

Mr. Garuines. Without objection, I would like for this table LX to 
be incorporated in the record. 

Mr. Jackson. Mr. Chairman, would it be too much to ask to have 
this publication inserted in the record? We find that there is very 
considerable interest in it. It contains much information. If that is 
xn unreasonable request, we will certainly understand. 


Mr. Apernerny. [| think that this matter is of sufficient importance 
to one of the larger segments of our economy that I move that it be 
inserted in the record. 

Mr. Gatuines. Without objection it will go in, in its entirety. 

(The booklet entitled “Cotton at the Crossroads” is as follows:) 


Corron AT THE CROSSROADS—-WHY AN ImporT QuoTA on Corron MANUFACTURES 
Is NEEDED Now 


Before the Secretary of Agriculture, United States of America— 
Request of the American Cotton Manufacturers Institute, January 
1956, for action under section 22 of the Agricultural Adjustment Act 
of 1933, as reenacted and amended. 


THE AMERICAN CorroN MANUFACTURES INSTITUTE, INC¢., 


Washington 6, D. 0., December 29, 1955. 
Hon. Ezra Tart BENSON, 


Secretary of Agriculture, 
Washington, D. O. 


My Dear MR, Secrerary: Your attention is respectfully invited to the enclosed 
petition, which is submitted to you in the realization that American cotton is 
standing at a vital crossroad. 

One road can lead to an unlimited future for this country’s most important 
agricultural fiber. The substantial and continuing increase in population, cou- 
pled with steady improvements in the consuming public’s purchasing power, 
hold untold. promise for the expansion of markets for cotton. 

Yet competitive forces in this country and abroad are building up to challenge 
cotton’s position as never before. Unless the proper course of action is taken 
and the right road chosen, American cotton farmers—already harassed by serious 
difficulties—face the certain prospect of further shrinkage of their markets. 

The ability of cotton to expand its share of the fiber market in the United 
States depends on a dynamic, aggressive United States textile manufacturing 
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industry, an industry possessing the confidence and resources necessary for 
developmental and research programs, modernized processing methods, and 
improved distributive techniques—all essential in keeping cotton’s position vig- 
orously competitive. 

We earnestly believe a reasonable solution to the problem created by rapidly 
increasing imports of low-wage foreign cotton textiles and apparel will have a 
far-reaching, beneficial influence on cotton’s future. Lacking such a solution, 
the domestic manufacturing industry cannot look ahead with confidence or cer- 
tainty. We believe this problem is a challenge which responsible government 
must meet honestly and promptly. 

Your consideration of this letter, the enclosed petition, and corroborative facts 
we are prepared to present, will be appreciated most sincerely. 

Respectfully, 
A. K. Wrncet, President. 

The American Cotton Manufacturers Institute begs leave to submit to the 
Secretary of Agriculture its views of certain developments now in progress with 
respect to the importation of cotton goods into the United States and, con- 
currently, to place in his hands, on behalf of the cotton textile industry, this 
petition urging the employment of his statutory powers to restrain these de- 
velopments from interfering with and rendering ineffective, or otherwise in- 
juring, the cotton support program of the United States. 

It is the considered judgment of the American Cotton Manufacturers Institute 
that the importation of cotton goods into the United States is of such volume, 
character, and growth as to injure seriously the domestic cotton economy and 
is occurring under such conditions as to make practically certain the rapid 
acceleration of such injury. Accordingly it now collides with and threatens 
cumulative injury to the cotton support program. 

In this expression of judgment, the American Cotton Manufacturers Institute 
speaks directly and officially for a membership which processes about 85 percent 
of all the cotton consumed in the United States, of which over 98 percent is United 
States grown. Indirectly, but authoritatively, it also speaks for most of the 
remaining processors. Accordingly the institute in this presentation represents 
a unanimity of view which embraces the spinning, weaving, finishing and con- 
verting operations, and related activities of the cotton textile industry. 

Next to cotton agriculture, these processing operations comprise the major 
segment of the cotton economy. Normally they provide the offtake for two-thirds 
of American cotton production and do not engage in the manufacture of foreign 
eotton except for very small amounts of specialty fibers which are imported 
under quota limitations. Currently, while other countries are contracting their 
consumption of American cotton, domestic mills are exerting every possible effort 
toward expansion. During the last crop year ending July 31, and up to Decem- 
ber of this year, domestic mills have been responsible for more than 80 percent 
of the total disappearance of American cotton. 

The disturbing increases in foreign cotton production relative to foreign con- 
sumption throw into sharp relief the essentiality of a rising ratio of American 
cotton consumption to American production. 

While the dependence of American cotton agriculture on the American textile 
industry is thus seen to be obvious, the relationship has equal validity when 
viewed in reverse. The domestic industry can thrive only under conditions which 
make for a prosperous American agriculture. It must rely on such an agriculture 
for the requisite abundance, quality and variety of its raw material and for a 
large portion of the market for its products. 

Moreover, the cotton mills recognize that an agriculture of this type in the 
United States can be sustained only by a Government program which provides 
the conditions of abundance, stability, scientific progress and fair incomes for 
the farmers. 

The mutual dependence of mills and cotton farmers just described is self- 
evident and almost universally recognized. But similar relationships exist among 
all the other groups in the cotton economy, such as converters, finishers, apparel 
manufacturers, and industrial consumers. They are bound together in a com- 
munity of interests which leaves each one dependent on the other. ° 

This realistic overall concept of interdependence which we have endeavored to 
portray we hold to be basic to an understanding of the problem that confronts 
us. It is the impelling force that directs us to the Secretary of Agriculture. It 
takes its stand in the very heart of the proposals which we seek to lay before 
him. 
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The injury to the cotton textile industry which is now suffered, or threatened, 
and which is practically certain to grow in seriousness of degree and in breadth 
of application, projects its damaging effects to all portions of the cotton economy, 
and threatens the integrity and effectiveness of the cotton support program. 

Wherefore the American Cotton Manufacturers Institute hereby petitions the 
Secretary of Agriculture to invoke the authority of section 22 of the Agricultural 
Adjustment Act and under the powers therein provided to initiate and carry 
forward the appropriate procedures necessary to the determination and institu- 
tion of the effective remedy or remedies. 

The American Cotton Manufacturers Institute petitions further that in the 
determination of the remedy or remedies the Secretary give preferential con- 
sideration to the establishment of reasonable quantitative limitations on the 
imports of cotton products into the United States. 

The American Cotton Manufacturers Institute further petitions that the 
Secretary find a condition to exist which requires emergency treatment, thereby 
making possible immediate action. 

In the petitioner’s judgment, the provisions of section 22 are explicitly drawn 
to deal with the type of problem now before us. The conditions of applicability 
are fully met: 

1. Cotton is an agricultural commodity under not one, but a number of sup- 
port programs. It is price supported both by loans and Government purchases; 
its importation is rigidly restricted by quotas; its production is under acreage 
and marketing quotas ; its export is aided by special programs. 

2. Imported cotton goods are products of cotton. Being similar to and, for 
the most part, identical with American-made cotton goods, they are in direct 
competition with and displace American goods in the home market. Viewed 
as raw cotton equivalents, the rapidly increasing imports of cotton in manu- 
factured form are bypassing the import quota controls on raw cotton which 
are essential to the functioning of the cotton price-support system. The United 
States import quota on American upland types of raw cotton is 29,000 bales per 
year. This figure represents an official determination of the maximum amount 
of such raw cotton which can be imported into the United States annually with- 
out damaging the price-support program. 

In the calendar year 1954 imports of cotton products into the United States 
were equivalent to additional raw cotton imports of 84,000 bales, according 
to the United States Department of Agriculture (the Cotton Situation, Nov. 
25, 1955, p. 11). 

In view of the very greatly increased imports of cotton cloth and apparel in 
the first 10 months of 1955, the total cotton content of such imports this year 
will be at least double 1954 levels, probably not less than 170,000 bales. More- 
over, the import trend is still rising steeply, which would strongly forecast a 
much larger import figure for 1956. 

3. Consequently these imported cotton goods under existing conditions qualify 
as “any article or articles” which “are being or are prectically certain to be im- 
ported into the United States under such conditions and in such quantities” : 
(a) “as to render or tend to render ineffective,” (0) “or materially interfere 
with, any program or operation undertaken under this title * * * with respect 
to any agricultural commodity or product thereof,” or (¢) “‘to reduce substantially 
the amount of any product processed in the United States from any agricultural 
commodity or product thereof with respect to which any such program or opera- 
tion is being undertaken. * * *” 

The criteria of injury as named above in the language of the act are not cumu- 
lative, but alternative. A finding of fact in support of any one of the three is 
adequate to sustain a requirement of remedy. However, we contend that injury 
can be established through the test of any one or all three of the criteria, and that, 
in fact, cotton goods are being imported in such quantities and under such con- 
ditions as (1) to tend to render ineffective the cotton-support program, and (2) 
to materially interfere with such program, and (3) ot reduce substantially the 
amount of “any product” (cotton products) processed in the United States, or 
product thereof. 

The third criterion clearly brings within the range of injury determination and 
remedial action cotton products as generally defined to include yarns, piece goods, 
mill-finished items such as sheets, pillow cases, towels, floor coverings, specialty 
fabrics, and ready-made apparel. 

Section 22 provides two alternative remedies: the assessment of ad valorem 
fees not in excess of 50 percent, or the imposition of physical quantitative limi- 
tation. ‘The use of the ad valorem fee would be of doubtful effectiveness. In 
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terms of total imports, it could insure no predictable results. Also it would not 
be equitable as a corrective, since its only certain effect would be to push the 
higher-cost countries out of the American market in favor of the lower-cost 
countries. This is a result we do not seek. 

The petitioning parties do not wish to disturb the historical pattern of im- 
ports which has been built up with a score of countries. Only the quota method 
of control can preserve these normal relationships. 

Your petitioners do not urge the use of quantitative limitations in the cus- 
tomary restrictive sense. On the contrary, we urge it as a positive Course and the 
only practicable means whereby an expansion of imports can be contained with- 
out disruptive effects on the home market and the support program. In line 
with this thought, the industry urges the establishment of quotas which are fair 
and reasonable and which would in the proper categories permit import increases 
of as much as 50 percent over the averages of 1953-54. 

The cotton textile industry petitions for administrative action under section 22 
of the Agricultural Adjustment Act as the appropriate source of relief in this 
case for certain definite and compelling reasons: 

1. This statute provides the breadth of jurisdiction commensurate with the 
scope and composition of the problem. The problem cannot be contemplated or 
understood or dealt with in terms of isolated particulars. The component parts 
of the cotton economy are many and varied. Each is dependent on the other, 
either as buyer or seller, or for the performance of a vital function which it 
eannot do for itself. 

Injury to one, therefore, in the final analysis is injury to all, and the sum total 
of these injuries as realized or threatened is the measure of injury to the cotton- 
support program. 

The determination of injury and threat of injury on so vast a scale and the 
provision of commensurate remedy therefore require the use of powers and 
criteria as defined and authorized in section 22 of the Agricultural Adjustment 
Act. 

2. Procedure under this statute makes possible a single package Judgment on 
an indivisible problem and assures a well reasoned and nondiscriminatory treat- 
ment of all importing countries and the subdivisions of the domestic cotton econ- 
omy. It is doubtful that any other type of action authorized under present law 
and available to us can do more than deal with specific injuries to specific groups 
at the immediate points of impact. These limited recourses are desirable and 
necessary in particular instances, but they are inadequate to the requirements 
of the overall problem. 

Piecemeal relief over intervals of time diverts and scatters the forces of injury 
from one sector to another in endless succession, so delaying and confusing the 
attainment of equitable treatment for all interests at home and abroad. It can 
not even take into account those criteria which determine injury for the entire 
cotton segment of our economy. 

3. Action under section 22 is the course of international good will. It is 
within the framework of long established and internationally accepted policy. 

Exercised in fairness and good judgment, it would be to the interest of foreign 
exporting countries. By providing stability and clarity, it would be action in 
their behalf as well as ours. 

The quota program here proposed is designed to regularize expanded volume 
and to bring order and rational procedures out of the chaos and frightening 
uncertainties now prevailing. Its provision for a 50 percent increase in imports 
over the 1953-54 average level would enable the European countries to retain 
and expand what would otherwise be a rapidly vanishing share of the American 
market. This important result, wholly unattainable by tariff devices, would 
seem to be a consideration so basic to cotton policy as to be virtually mandatory. 

Our good will relationship with Japan possesses a value beyond price to both 
countries and to the entire free world. No one can doubt the essentiality of 
its preservation and strengthening. But lofty sentiment at the policy level 
cannot attain these ends unless the patterns of practice at the operations level 
are defined and have the qualities of decisiveness and economic validity. Under 
present conditions the textile industries of Japan and the United States are 
alike in that each one is gripped with fear of the other and with fullest justifi- 
cation. This situation is unnatural, unnecessary and dangerous to the good will 
of the two countries. 

The American industry declines to accept the suggestion that this danger can 
be removed by imposing upon Japan the sole responsibility of determining and 
controlling the character and volume of its cotton goods exports to the United 
States. 
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In our opinion it is neither fair, nor sound in principle to expect a major 
exporting country which has an overwhelming competitive advantage to effectu- 
ate an equitable and lasting solution of this trade problem through independent, 
voluntary control of its exports. Such a recourse, we believe, would merely 
complicate the problem for both countries and make its ultimate solution all 
the more difficult. 

Relief under section 22 is the specific remedy provided by the Congress to 
meet situations of this kind which affect American agriculture. It is, therefore, 
the appropriate remedy to invoke. 

(Statistical data and other factual information supporting and amplifying 


the representations contained herein will be forwarded shortly as an appendix 
to the document, ) 


Respectfully submitted. 
AMERICAN CoTTON MANUFACTURERS 
INSTITUTE. 
By A. K. Wincet, President. 


ENDORSEMENT 


The Northern Textile Association, 80 Federal Street, Boston, Massi, which 
includes in its membership the cotton industry in the 6 New England States, 
subscribes to and endorses wholly the above petition. 


THe NORTHERN TrexTILE ASSOCIATION. 
By L. S. Brayton, President. 


Wuy AN Import Quota on CoTron MANUFACTURES Is NEEDED Now 


Supplementary Information Submitted to the Secretary of Agri- 
culture by the American Cotton Manufacturers Institute, January 
16, 1956, in support of a request for action under Section 22 of the 
Agricultural Adjustment Act of 1933, as re-enacted and amended, 
filed December 29, 1955. 


The entire cotton industry of the United States—the agricultural operations 
which produce and distribute raw cotton and the indusrial operations which 
produce and distribute cotton textiles—is gravely affected by problems now 
arising from importations of foreign cotton textiles. In the following discussion, 
facts are set forth showing (1) legislated cost disparities between the American 
industry and those of foreign countries; (2) the current spectacular rise in 
imports of cotton cloth and apparel, which will be accelerated by the recently 
weakened tariff structure, and (3) the depressing influence of these events on 
cotten’s United States markets and the ability of these markets to continue to 
serve as the primary outlet for American-grown cotton. 

Cotton is a basic agricultural commodity subject to a variety of agricultural 
programs administered by the Secretary of Agriculture and designed to foster 
and promote the production and marketing of American cotton. These programs 
include mandatory price support, government purchases and sales, acreage 
allotments and marketing quotas, soil conservation, import quotas, and export 
programs. It is well recognized that such programs are essential for American 
cotton if conditions of adequate supplies, stability, research and technological 
progress, and fair income for farmers are to be preserved. 

It has, therefore, become a matter of the gravest concern that the inflow of 
foreign cotton textiles is entirely lacking in control and that its impact on the 
production and marketing of American cotton is necessarily incalculable and 
foreboding. It is imperative, while there is yet time, to consider the implica- 
tions of this inflow relative to cotton’s markets, cotton’s competition and cotton’s 
future. Bitter experience in recent years has taught that markets for American 
cotton, once lost, are seldom regained. 7 

The largest cost factor in the manufacture of cotton yarn and cloth is raw 
cotton, the price of which is, as has been stated, supported by the United States 
Government. The United States Department of Agriculture reports (table I 
below) that in the first 11 months of 1955, for 17 basic unbleached cotton cloth 
constructions, which in combination account for a majority of United States 
cotton cloth production, raw cotton cost averaged 56.3 percent of the wholesale 
price of the cloth. For the whole of 1954, it was even more—57.2 percent. 


73191—56——11 
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Tas_e I.—Cotton cost as percent of cloth price 


ROUGE oe tails Webcal nds 


1 Eleven months. 

Source: U. S. Department of Agriculture, monthly comparison of prices of cotton cloth 
and raw cotton for certain constructions of unfinished cloth, including the 80-square print 
eloth used in computing table IL. 


Overseas cotton manufacturers currently can procure their cotton at lower 
prices than those paid by the American mills for comparable cotton. The Foreign 
Agricultural Service of the Department of Agriculture reports that most current 
overseas cotton crops are now moving into export markets at prices 4 to 8 cents 
a pound lower than the prices for comparable American cotton. Furthermore, 
the Department of Agriculture has recently announced that 1 million bales of cot- 
ton from Government stocks will be made available to foreign mills below the 
American price level. The first of this cotton has just been sold at prices ranging 
as much as 8 or 9 cents per pound below the prices American mills must pay. 
Even with prices the same, because of the low cost of ocean transport as com- 
pared with rail and truck transportation charges, overseas spinners can have 
American cotton delivered to their doors at approximately the same prices 
American mills pay. 

Apart from raw cotton, the other major elements of cost in cotton manufactur- 
ing are: (1) Labor, and (2) machinery and plant. Wage rates in this country 
are much higher than abroad. This wide disparity in wages in favor of the 
foreign textile manufacturer not only gives him a further competitive advantage 
in the production and sale of goods, as will be explained more fully, but also 
provides the foreign competitor with a primary cost edge in respect to plant 
construction, machinery installation, maintenance, and so on. 

Overseas plant construction costs are lower than costs in the United States 
and textile machinery available to foreign manufacturers is at least as efficient 
and economical as that available in this country. Also, it is generally lower 
priced. With special reference to Japan, her industry has been thoroughly 
rebuilt and modernized since the end of World War II, As & result, her indnus- 
try on an average is more modern than is the indnistry here at home. 


UNITED STATES MILLS COMMITTED TO HIGH FIXED COSTS 


As will be noted in table II, raw cotton and labor together form the greatest 
element of cost in the manufacture of a typical American cotton fabric, over 75 
percent. These costs are largely beyond the control of the manufacturer. He is 
bound to his major costs—cotton and labor—because of United States Govern- 
ment policies which support the price of raw cotton and fix minimum wages for 
employees. 


Tar_e 11.—United States production costs, cotton gray print cloth* 


Item: Percent 
Raw cotton 


Labor 


139 inch, 80 by 80, £ yards to pound print cloth. 


2U. 8. Department of Agriculture’s latest estimate, November 1955. 
* Engineering estimate for average mills. 


Foreign competitors are not committed to all comparable costs in this manner. 
Nevertheless, the effect of United States foreign economic policy has been to 
encourage sharply increased competition in United States home markets by 
foreign textile industries. In light of this country’s domestic raw cotton pro- 
grams and minimum wage legislation, and the cost commitments of the American 
industry resulting therefrom, it becomes at once apparent that the cotton econ- 
omy is being subjected to trade conditions which are unfair and which cannot 
fail to become increasingly damaging to the cotton industry and to the American 
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farmer. The Oriental Economist (Tokyo), has reported that Japanese textile 
prices are 20 to 30 percent below United States levels.’ 


THE TOTAL MARKET FOR AMERICAN COTTON 


‘he cotton crop of the United States can be used in three ways: (1) It can be 
purchased and processed by the United States cotton textile industry; (2) it 
can be sold or given away and exported abroad; (3) it can be tendered under 
the Government price support program and held by the United States Govern- 
ment. 

Let us take these in order and see what the current situation is: 

1. Domestic consumption.—Im the most recent crop year ending July 31, 1955, 
the American cotton textile industry consumed 8.8 million bales of cotton, 98.4 
percent of which was American grown. Current consumption is at the rate 
of 9.2 million bales annually. 


Tasin III.—United States cotton: Domestic consumption and exports 


[Millions of bales] 


Domestic 
consumption | 


Crop year ending July 31— Exports 


8.9 | 
10. 5 | 
9.2 | 
9.5 
8.6 
8.8 | 
Source: International Cotton Advisory Committee. 

2. Eeports.—In the cotton year ended July 31, 1955, only 3.4 million bales of 
American-grown, cotton were exported from the United States. This represented 
18.5 percent of foreign free world consumption. Exports are trending steeply 
downward. In the first 5 months of the current crop year (Angust 1—December 
31, 1955) exports were less than half as large as in the corresponding months a 
year ago, and more than half of these reduced exports were exchanged for foreign 
currencies under special programs” (Public Law 480 and’ I. €. A.). The Inter- 
uational Cotton Advisory Committee reported in October that if enrrent trends 
in the world cotton trade continue, in another 2 or 3 years overseas mills will be 
independent of American-grown cotton. 


TABLE 1V.—United States raw cotton exports compared with free world cotton 
consumption outside United States 


[Millions of bales] 


Free world 
| eotton con- | United 
sumption States 
otitside | cotton (B) as per 
United exports cent of (A) 
States | 


Crop year ending July 31 


(A) (B) 


1950 ad . 14. 
1951 n ‘ 16. 
1952__. 16. 
1953 inital 16. £ 
1954 : , ‘ ‘ ‘ : | 18. 2 
i) ee iereclypattiiretaintiinrs:attteanaanniotine 18. 





$2 9 SO Om oH 
OO ore OO 
SBEERS 
OF bo we DO 


Source: International Cotton Advisory Committee and U. 8. Bureau of the Census. 


3. Government holding—As of mid-November, 1955, the Government owned 
8 million bales of raw cotton, acquired as a result of its price support operations, 
and had loans outstanding on an additional 2.4 million bales, making a total of 
10.4 million bales 


‘January 1956, p. 21. 
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JAPAN AND UNITED STATES RAW COTTON 


While United States domestic mill consumption has been becoming an increas- 
ingly important proportion of the total disappearance of United States raw cot- 
ton, in contrast, United States cotton’s share of the Japanese market, for ex- 
ample, has declined. 


TaBLeE V.—Japanese cotton consumption 


(Thousands of bales] 
Crop year ending July 31— 




















§ : 
Supplier | 1951 1952 | 1953 | 1954 1955 
sae eee oo - | 
Wnited BtateRsso.c-<ancen~secee 1 967 | 2 1,042 | 3 765 3 902 4819 
ERI cated ckuneinat nina 159 199 | 433 517 471 
aaa. ..-.........- treat 258 | 281 | 421 | #461 | 5 289 
Bracil. ..........1-.22.-..--- -| 42 | 79 | 41 | 168 | 249 
Egypt -| 48 53 | 7% 85 | 86 
India “ 36 | 48 | 187 | (®) | (® 
Others.__..- --| 89 114 | 146 308 | 228 
Dati! crekcin <hionsesvied 1, 599 | 1, 816 2, 065 | 2, 441 | 2, 142 
1 60 percent. 


2 57 percent, 

3 37 percent, 

438 percent. 

5 Includes India. 

6 Included in Pakistan. 


Source: International Cotton Advisory Committee. 


Japan is now buying 3 out of every 5 bales of her cotton requirements from 
sources other than the United States. That the decline of Japan as a major 
market for United States raw cotton seems likely to continue is indicated by 
current Japanese efforts to direct substantial textile expansion toward synthetic 
fibers, as tables VI, VII and VIII show: 


TasLte VI.—Japanese textile production 


| Cotton i Rayon yard | Spun rayon 


| Rayon staple 


Year (million (million yun (million 
| square yards)} pounds) | iuendny | pounds) 
1935_- ‘ cug= babu ae . ale ae 4,112 224 4) 14 
1946... .. catia rent 242 9 | 1 | 21 
1947... us canal 662 | 16 14 | 19 
Dida dds debian deo bedensewaats 924 | 36 25 35 
Sasaeeebehes Wadia. snes 985 | 67 | 40 | 60 
Bis nendinadib- tints wilonsnko wade wecdicy 1, 542 | 103 89 | 150 
Ds aetna Stine. tadeeinnn beanie 2, 179 | 138 150 231 
1952____. es eee es aah ee 2, 239 | 142 207 | 262 
TEE, cnibbentie 6s <b tecnakstehbeteneensn 2, 811 163 250 | 358 
eek Se akacsarene in aint uncteaene 3, 184 | 185 | 324 | 448 
| | | 





Source: Japan Economic Year Book for 1955, p. 125. 
Taste VII.—Japanese production and exports of cotton and rayon piece goods 


[Million square yards] 








Cotton piece goods Rayon piece goods 

Year te en rete earn en we reeaimaiariaeen aah ——— 

| Production | Exports | Production | Exports 

j all er Lindale tba eh ti Bd BS 

| ' | 

ss. doi sis dd NR sled denny hick 3, 297 | 2, 181 | 1, 565 | 398 
htt ecene'n = Gtmaphs snarl 2, 158 7 959 | 361 
Nn che eis ee 2,709 915 | 1, 079 | 424 
han loge rtdbeds nm endo adie sie Sst] 3, 046 1, 278 | 1,311 635 
Pt acllitetiliien Stestation kaw degaanre ; 1 2,850 996 | 21,618 2795 





1 Ist half times 2. 
2 5 months raised to annual rate. 


Source: International Cotton Advisory Committee. 
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Taste VIII.—Japanese—Teatile production inder 
[Monthly average, 1950= 100) 


Item 


Cote@ies.< cccenstaase- 
Filament rayon 
Spun rayon. . 
Synthetics _ - 


Total 


Source: International Cotton Advisory Committee, Cotton, October 1955. 
THE REAPPEARANCE OF COTTON 


With the United States mills the principal market for American cotton, with 
United States farmers being required to make drastic production adjustments 
while foreign cotton acreage increases, and with Government held stocks of raw 
cotton now; some 10 million bales and still rising, it is perfectly obvious that 
every means should be taken to protect and increase United States domestic 
mill consumption. The needed increase in domestic consumption cannot be 
achieved so long as imports of raw cotton in manufactured form go completely 
uncontrolled. As a result of the recent action of the Government in reducing 
drastically the cotton textile tariff (September 10, 1955), the rise in imports 
has been greatly accelerated and now threatens to reach flood proportions. 

The rapidly increasing flow of foreign manufactured cotton goods into the 
New York market in recent years, accompanied by a progressive decline of 
United States exports, underlines the urgent nature of the problem. Cotton 
cloth imports were 35 million square yards in 1952; 64 million in 1953; 73 
million in 1954; and in the first 10 months of 1955 were at an annual rate of 
121 million square yards, of which reughly three-fourths was coming from 
Japan alone, Cloth imports were equivalent to 4.6 percent of cloth exports 
in 1952, but to 31.5 percent of exports in October 1955. Table IX gives the com- 
plete picture since the end of World War II. These figures do not include imports 
of foreign-made finished cotton goods such as apparel, which have increased 
even more rapidly. 

The foregoing estimate of 1955 cotton cloth imports is based on the actual 
figures for the first 10 months of the year. But almost certainly the import 
figures in the latter months of 1955 will prove to be substantially larger than 
those of the earlier part of the year, because the new, drastically reduced tariff 
rates described below did not become effective until September 10. 


TaBLE IX.—United States exports and imports of cotton cloth’ since World 
War II 


[In millions of square yards] 
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! Dees not include apparel, sheets, towels, etc. 
Source: U. S, Bureau of the Census. 
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Imports of cotton apparel, largely from Japan; are also growing at an alarm 
ing rate. The Association of Cotton Textile Merchants of New Yofk estimates 
total 1955 shipments of woven cotton shirts and blouses to the United States 
from Japan at 3,078,000 dozen. For comparison, in the entire year of 1954 such 
exports to the United States from Japan totaled 189,214 dozen. Table X pictures 
the rapid increase in United States imports of cotton manufacturers in recent 
years: 

TasBLe X.—United States imports of cotton manufactures 


{ Millions of dollars) 
































1951 1952 1953 1954 | 1955 ! 

—_— - ——--} — ery" ——--- errprerrt rm —_ 

Item From From From | | From 
all From all From all From all | From all | From 
coun- | Japan | coun- | Japan | coun- | Japan | coun- | Japan | coun- | Japan 
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———- —— } --— —_-- -——- -]| ——— sett ie ——— Serer — \- geen —_— - — 
Countable cloth ...| 17.5 0.3 12.3 0.3 20.8 5.2 22.4; 90) 312) 15.5 
All other products-| 61.0 11.3} 47.0 11.5) 51.9 13.5 53.1) 14.0 | 79.1 34.3 
Weer. cece 68.5 1.6! 59.3] 11.8 726| 1%7| 75.5] 23.1| 10.3 49.8 
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! 9 months raised to annual rate. 
Items, because of rounding, may not add to totals. 


Source: U. 8S. Bureau of the Census. 
LOWERED TARIFFS STIMULATE IMPORTS 


On September 10, 1955, United States customs collectors put into effect sharply 
lower tariff rates on cotton textile imports. These new rates were agreed to by 
the United States Government in trade negotiations with the Japanese at Geneva 
in June. ‘ 

The tariff on cotton cloth in the gray was reduced be about 27 percent. On 
Japanese cloth comparable to our 39 inch, 80 by 80, 4.00 yards to the pound print 
cloth, for example (the most important single item in United States production), 
this tariff alone is the equivalent of two times the average United States gray 
goods sales mill’s profit per yard in 1954, the latest year for which such data is 
available. On most, of the bleached, printed, dyed, and colored cloth the tariff was 
eut by 48 percent. 

Because there are relatively few important secret processes or patents in the 
manufacture of cotton goods, because the machinery is readily adaptable to a 
vast range of cloth constructions, and because the industry in the United States 
is highly competitive, being composed of several hundred independent companies, 
the price structure of the entire industry is extremely sensitive to small varia- 
tions in supply and demand. 


MARKET IMPACT OF FOREIGN GOODS 


Virtually the entire output of the American cotton textile industry, together 
with imports from abroad, is priced and sold in New York City. In the cotton 
cloth market lead times between orders and deliveries are frequently several 
months long. The availability of foreign deliveries within normal lead times 
means that the price effect on the New York market is far greater than actual 
imports from abroad would seem to indicate, for the buyer uses foreign availe 
abilities to beat down United States prices. 

The offer in New York of a relatively small amount of foreign cotton goods at 
a lower price will not only result in a decline in price of the comparable Ameri- 
ean-made product, but by stimulating the shift of cotton mill machinery to other 
still profitable cloth constructions, will spread the price decline and profit squeeze 
rapidly throughout the entire range of cotton goods and to the cotton producer 
Furthermore, this chain reaction is usually accentuated by concentration of 
imports in particular types of cloth (in ginghams and velveteens in 1955, for 
example). 

This market reaction will inevitably follow unless there is firm knowledge of 
the potential total supply, including particularly the foreign portion of that 
supply. Because of the wide margin of profit which the foreign cotton goods 
manufacturer has at American price levels, now further widened by the 1955 
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tariff cuts, no such assurance can be forthcoming unless a definite import quota 


is imposed. 


NO EFFECTIVE BARRIER 


The United States cotton textile industry is currently paying 8 to 10 times 
higher. wages than the Japanese and 3 to 4 times higher wages than Buropean 
textile industries. The Government-established minimum wage is far above 
overseas rates, and average United States textile wages are substantially above 
the legal minimum. It is clear that this labor cost differential, plus the added 
factor of higher raw cotton costs for domestic manufacturers, is not: equalized 
by current tariffs. 

Moreover, increased retail advertising in numerous United States cities featur- 
ing imported cloth and wearing apparel indicates that major distributors of 
textile goods, including chain department stores and mail-order houses, are buy- 
ing heavily in the Japanese market. Dyeing and finishing establishments report 
sharp increases in the quantities of foreign-made eloth they are being asked to 
process. Once underway—and without question it has started—such a trend 
accumulates momentum and once the momentum is gained, effective corrective 
action is made far more difficult. 

Owing to the foreign industry’s great competitive advantage resulting from 
lower costs of both raw materials and labor, the broad dispersal of the American 
industry, and the ability of a modern, cartelized industry like Japan’s to target 
its shipments, the only certainty is that nothing stands in the way of Japan’s 
taking ever almost any portion of the United States textile market when and as 
she prefers. In the ultimate, this must mean that American textile industry 
operations, the ability of the textile industry to purchase cotton grown by 
American farmers and the prices thereof, will become matters to be decided by 
Japanese or other foreign textile interests. 

Obviously this is the very kind of a situation which points to imposition of 
an import quota on cotton manufactures under section 22 as the solution of 
the problem. It is not only the most effective and equitable remedy, but is the 
remedy specifically authorized by the Congress to prevent such injury. 


IMPORT QUOTA AUTHORITY 


Section 22 of the Agricultural Adjustment Act of 1933, as reenacted and 
amended, authorizes the President, upon recommendation of the Secretary of 
Agriculture, to impose import quotas upon price-supported agricultural commod- 
ities or the products thereof in order to prevent such imports from rendering 
or tending to render ineffective or materially interfering with any price support 
or other program or operation conducted by the Department of Agriculture, or 
from reducing substantially the amount of any product processed in the United 
States from any such agricultural commodity or product thereof. 

Under this authority, imports of raw cotton have been strietly controlled for 
the past 16 vears in recognition of the need to reserve the American textile 
market for cotton grown on American farms. 

It is essential that this quota control of imports now be extended to cover the 
cotton in processed form, in the same manner as section 22 quota controls have 
heen applied to flour as well as wheat. 


IMPORTS VERSUS EXPORTS 


The argument is sometimes made that the imposition of an import quota on 
cotton manufactures is unnecessary because exports of cotton manufactures cur- 
rently exceed imports of such items. This is a specious argument deveid of logic, 
but nonetheless, it is so frequently encountered that the following comments 
upon it are deemed desirable. 

In the first place, the whole idea of international trade is based on the assump- 
tion that countries export more of certain items than they import, in order to 
import more of certain other items than they export. Doubtless, there is no 
example in the whole gamut of United States foreign trade where exports of a 
particular item exactly balance the imports of that same item. 

With respect to cotton textiles, the United States has been for many years an 
important exporter and, indeed, in view of the surplus of domestically produced 
raw cotton in the United States, the high level of clothing consumption of the 
American population, and the low level of clothing consumption in many areas 
of the world, this is to be expected in any logical world trade pattern. 
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Very similar is the situation relative to United States exports and imports of 
wheat flour. The United States produces a surplus of wheat; food consump- 
tion per head is very high relative to the rest of the world, and exports of wheat 
fiour far exceed imports. Indeed, since May 29, 1941, a strict import quota on 
wheat flour has been maintained by the United States Government precisely as 
it has maintained since that time a strict import quota on millable wheat, Both 
the wheat quota and the flour quota have been applied under section 22 of the 
Agricultural Adjustment Act because wheat is a price supported commodity and 


large imports of wheat or of wheat flour would imperil the success of the price 
support program on wheat. 


IMPORTS AND DOMESTIC PRODUCTION 


We are often asked why Japanese competition is to be feared when total 
Japanese exports of cotton goods to the United States are only a small percentage 
vf total. domestic production, 

Taken alone, a comparison of the two totals seemingly supports the inference 
that imports are not great enough relatively to be a serious threat. For the 
year 1955, the yardage of all cotton goods imports, including piece goods, 
specialty fabrics and apparel, amounted to about 2% percent of domestic 
production. 

As a measure of the seriousness of the imports this comparison is highly mis- 
leading. The imports did not percolate evenly into all categories of domestic 
production. On the contrary, the great bulk was concentrated in a few classi- 
fications. 

Consequently, if we are to compare imports to production in a meaningful 
way we must make the comparisons in the categories where the imports are 
important. When this is done, the 24% percent over-all ratio gives way to 
more realistic percentages. As examples, gingham imports are about 25 per- 
cent of domestic production; damask imports about 58 percent of production; 
velveteens about 65 percent ; and blouses about 30 percent. 

Only comparisons of this type tell the true story, which is that our Govern- 
ment has now delivered to Japan the power to decide which segments of the 
United States market she will take over. Such comparisons reveal the great 
unevenness of the competitive impact against domestic production and the in- 
dividual plants comprising the industry. During the past year the shock ef- 
fects of imports were concentrated on certain fabric classifications and certain 
groups of mills. 

The experience of 1955, and prior years, suggests a typical pattern which 
imports from Japan may be expected to follow, As positions are firmly estab- 
lished by Japanese goods in selected sectors of the American market, the lines of 
invasion are extended into new sectors. 

The pattern is one of progressive conquest. Wherever the attack is directed, 
the low-wage competitive advantage of Japan is too strong to permit doubt of 
the outcome. 

The inexorable character of the invasion points to another conclusion of the 
greatest significance. In those areas of the domestic market where the actualities 
of defeat have occurred, or its forecasting shadows have appeared, the American 
mills are forced into the status of real or potential refugees. As victims of 
invasion, they must now become invaders, but within the diminishing boundaries 
of their own crowded industry. In such circumstances, cotton must inevitably 
vecome the loser, as mills turn to synthetics and blends in their search for new 
outlets, 

The pressures and tensions of these maladjustments extend further the chain 
reactions of uncertainty, fear, and profitless operations. 

The wedge method of Japanese penetration as described above shows that 
the design or pattern of attack possesses a significance not revealed by overall 
volume. As each wedge is driven, the fissure is widened in the industry structure. 

Having seen the pattern, we now need to view only the speed with which the 
wedges are driven. To provide perspective, note first the growth of total piece- 
goods imports from Japan in square yards: 1952, 1.5 million; 1953, 30.6 million; 
1954, 47.9 million; 1955, first 10 months, 74.4 million. Estimate for year, 105 
million to 110 million. 

Compared to the wedges, the above totals for countable cotton cloth are slow 
moving. Printed, dyed or colored goods imports, most of which was gingham, 
amounted to 33 million square yards in the first 10 months of 1955 as compared 
with 5.4 million in the first 10 months of 1954. 
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Within the same period, imports of cotton towels increased from 10.9 million 
to 15.4 million. 
For the following items, imports front Japan in the first 10 months of 1955 
are compared with the entire year 1954: 
Plain back cotton velveteens—1,151,060 against 52,633 square yards ; 
Twill back cotton velveteens—4,043,930 against 11,244 square yards; 
Cotton sheets and pillowcases—9,482,095 against 1,322,018 units ; 
Woven cotton wearing apparel (value)—$10,901,017 against $877,525. 
The seriousness of the import threat cannot be comprehended at the present 
time by reference to total volume. Its understanding requires, first, an exam- 
ination of the import pattern and, second, a view of the incredible swiftness of 
the attacking operations. 


JAPAN’S VOLUNTARY EXPORT QUOTA 


Action by the Japanese textile industry and Government, looking toward 
voluntary control of cotton manufactures exports to the United States in 1956, is 
certainly helpful and a step in the right direction but cannot be adequate. Nor 
is it reasonable to ask a foreign government to solve what is essentially a domestic 
problem. 

Furthermore, it is unfair to ask the Japanese to bear the whole burden of 
restricting exports of cotton manufactures to the United States. Action under 
section 22 would apply to all countries of supply alike. 


UNITED STATES INDUSTRY DEPRESSED 


Nothing in the statistical picture of the United States cotton textile industry 
today would indicate the necessity for encouraging additional imports of cotton 
manufactures. Quite the contrary. Textile prices for about 4 years have been 
depressed. The United States Bureau of Labor Statistics compiles indexes of 
the wholesale prices of cotton products and of apparel based on 1947-49 as 100. 
In October 1955, the latest available month, these stood at 92.8 and 98.7, respec- 
tively, a decline since pre-Korean days. Meanwhile, the BLS index of whole- 
sale prices of all industrial commodities stood at 119 in October 1955, up to 19 per- 
cent above pre-Korean levels (table XI). 


TaBLe XI.—Wholesale price index 
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Source: U. 8. Bureau of Labor Statistics. 





Textile profits kept in step with industrial profits generally in the early 
post-World War IL years, but for the past. 5 years profits, after taxes, in the 
textile mill products industry have been only about half as large as the average 
in American manufacturing as a whole (table XII below). In 1954, the last 
full year for which figures are available, the picture was much worse even 
than this 5-year relationship would indicate. In that year textile profits were 
less than one-quarter as large as those of United States manufacturing industry 
as a whole and this relationship holds true whether profits are figured as a 
percentage on sales or as a percentage on stockholders’ equity: 
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TABLE XII.—Profits after taxes * 
[Percent] 


Return on stoekholders’ 
Return on sales equity 


Year ne Te ee 
Textile mill | All manufac-| Textile mill | All manufac- 
products turing products turing 

DM 26 iis CI ah a eK. 3.3 4.9 8.3 12.5 
i cai NE a 1.9 4.3 4.2 10.3 
Mlick:indcavebtmoctniiqs ncoetnsiontnaney enna 2.2 4.3 4.6 10.5 
Dihcienddieduvatehinditwoheenanetidinhinidainian 1.0 4.5 1.9 9.9 
1066 8s ik. Halos ce dss cce SE 2.5 5.3 5.5 12.2 





1 Federal income and excess profits taxes. 
2 Based on first two quarters. 


Source: Federal Trade Commission and Securities and Exchange Commission, “Quarterly Financin! 
Report of United States Manufacturing Corporations.” 


CEILING PLACED ON MILLS’ ABILITY TO MAKE COTTON COMPETITIVE 


Poor earnings have handicapped the industry in financing modernization, 
thus weakening still further its competitive power against overseas mills having 
the advantage of lower cotton and machinery costs and far lower labor costs. 
Since 1948, expenditures for new plant and equipment by the textile mill prod- 
ucts industry in the United States have declined by almost half, from $618 million 
in that year to $331 million in this (table XIII). This represents a rate of only 
10.6 percent of the net value (after depreciation) of the industry’s property, 
plant, and equipment as compared with a capital spending rate of 16 percent 
for United States manufacturing industry as a whole. Inadequate earnings are 
reflected in too little new investment on the one hand and in inadequate cotton 
research and promotion programs on the other. 


TABLE XII.—New plant and equipment expenditures—Tesxtile mill 


products industry 
[Millions of dollars] 

Year: Amount 
Ps Sit cin Fieri ce easels iene ceciticncnentmea ilirida ener ol caaiea ced arn netic rere a 842 
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Rcd -ctepebintiniMlen ai th ibe anise t jase Bialik astiak mee halieavukanedesdaoneaghtentoee cena nn eat ania 618 
Ms tid ascites. <niads-sheeraidh-pidhaniiraadaetiiaieiasaiactraeiiaae ad ee a ee 471 
cca ceri el enereccigteninamatniere:Adibgiakre cautioned 450 
titanic <iccntneduttianontsgarndoerteoghicoetee aabncheene eae EEE 581 
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indi conmercioesunerreniienstcnaaiubaplgidlincinas didiae Mipeatne tute benie bette g tie ee oe 331 
SUI om Recreate pes cepa nr a eS ha Mab bed fk iE 331 


1 First half times 2. 
Source: U. 8S. Department of Commerce and Securities and Exchange Commission. 


The cotton textile industry of the United States—by far the largest and 
most reliable customer of the American cotton farmer—was already lagging 
behind the national economic pace when 1955 arrived. The industry has now 
been further handicapped by the events of last spring at Geneva, when tariffs 
on the bulk of its products were reduced by from 25 to 50 percent for the an- 
nounced benefit of Japan. On this occasion Japan. was admitted into GATT 
membership without reservation by the United States, but 14 other countries— 
including major textile nations—took shelter in escape procedures for protec- 
tion from Japanese competition. 

These 14 countries were full recipients of the tariff concessions granted by 
the United States to Japan. Their refusal to grant parallel concessions on textiles 
either to Japan or the United States left the United States standing virtually 
alone with a fixed commitment to expand Japanese textile imports into this 
country without effective qualification or limitation of any kind. The attitude 
of other countries being what it is, the probability is real that the American 
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market, American mills, and American employees may be compelled to absorb 
the greater part of Japan’s future overseas textile expansion. 


TEXTILE IMPORTS BYPASS RAW COTTON QUOTA 


The rapidly increasing imports of cotton in manufactured form are bypassing 
the import quota controls on raw cotton, essential for preservation of any cotton 
price-support system. The United States import quota on American upland types 
of raw cotton is 29,000 bales* a year. This figure represents an official deter- 
mination of the maximum amount of such raw cotton which can be imported into 
the United States annually without damaging the cotton support program. In 
the calendar year 1954, imports of cotton products were equivalent to additional 
raw cotton imports of 84,000 bales, according to the United States Department 
of Agriculture (The Cotton Situation, Nov. 25, 1955, p. 11).° 

In view of the very greatly increased imports of cotton products in the first 
10 months of 1955, a doubling of 1954 imports this year is anticipated. This 
would mean importation during calendar 1955 of cotton products approximately 
equivalent to 170,000 bales of raw cotton, and the trend is steeply upward. 

It is this dark cloud hanging over the industry which is causing discourage- 
ment among cotton manufacturers and raw cotton producers alike. A cotton 
.oods import quota is required immediately. The American Cotton Manufac- 
turers Institute strongly urges establishment of an import quota under section 22 
which would maintain historic markets for foreign textile industries in this 
country, with a reasonable margin for expansion in line with United States 
efforts to assist economic progress by Japan and other free world nations. Spe- 
cifically, the institute urges an annual overall quota of not more than 150 percent 
of 1953-54 average imports of cotton manufactures, properly subdivided. 


PROMPT ACTION NECESSARY 


The United States Government has for years followed policies aimed at 
securing prices for farmers and wages for workers in line with American stand- 
urds. It has found that import quotas are essential to the achievement of both 
of these desired ends. Accordingly, it has imposed the necessary import quotas 
on various farm products, including raw cotton, while supporting their prices. 
Similarly, through the immigration laws, what amounts in effect to an import 
quota on labor has been imposed representing a necessary corollary to legislation 
on wage rates and working conditions. 

The Federal minimum wage was increased by a third, to $1 per hour, by the 
1955 Congress; the increase alone—25 cents—being almost double the average 
wage rate of the Japanese textile worker. Clearly, the importation of cotton 
manufactures made by cheap foreign labor tends to undermine the wage structure 
achieved. by the American industry—now some 30 percent higher than the new 
Federal minimum wage. 

The Government’s failure to carry through and impose the import quota on 
cotton goods which its own, farm, labor, and, foreign trade policies have made 
necessary, now threatens to undermine the very heart and foundation of United 
States cotton’s market outlet—the domestic industry. 

Prompt action on a cotton goods import quota is essential. American cotton 
faces terrific competition. Its ability to survive and compete, and the chances 
for cotton farmers of, the United States to share in expanded consumption of 
their crop, depend on maintenance of a vigorous, dynamic domestic cotton manu- 
facturing industry. American cotton, if it is to advance into a healthier, more- 
prosperous future, must rely on a mill industry which can keep step with the 
progress of all American industry, an industry possessing the confidence to invest 
in greater cotton research, more intensive advertising and promotion of cotton 
goods, and the development of improved distributional techniques. 

The United States Government's foreign economic policy of granting liberal 
trade concessions without insistence on genuine reciprocity by all recipients, the 
ziving of aid and easy credit to competitive foreign industries, and the granting 
of tariff reductions which for the most part are unrequited, have already cost 
American cotton mills, and consequently American farmers, the loss of vital 


_ *It is technically possible to import additional American upland type cotton under the 
import — for extra long staple cotton because of the way the lower staple length 
limit of the later quota is defined. 

® Some indeterminable, but unquestionably small, amount of the raw cotton content of 
these textile imports was extra long staple cotton. 
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overseas markets. (See table IX.) If an extension of that policy now further 
weakens the industry at home, the Government must accept responsibility for 
inevitable consequences—the contraction of cotton’s markets and the surrender 
of ground to cotton’s competition: Unrestrained imports, leading to transfer of 
textile operations into foreign control, will disrupt the raw-cotton industry as we 
know it, with corresponding gains by synthetic fibers at cotton’s expense. The 
final result can only be to make it impossible for cotton to move out and capture 
its historic share of the rapid increase in the total fiber tnarket which is sure to 
come. 

There is an intimate interrelationship between the prosperity of raw-cotton 
producers and a thriving industrial complex making and distributing cotton prod- 
ucts. It is imperative that this industry be efficient and modern and that it be 
ever alert to improve its processes, develop new products, and keep abreast of 
technical advances, in order that cotton may continue to compete. It must con- 
tinuously strive to maximize the consumption of American-grown cotton. It 
follows that anything which drains off the strength of the cotton textile industry 
will necessarily injure the American cotton farmer. This, in turn, cannot but 
tend to render ineffective the Government cotton price-support program, since 
the displacement of American manufactured cotton goods from the market will 
force the Government to purchase additional raw cotton. This will add to the 
surplus and aggravate the distressed condition of the farmer. 

The cotton farmer has been losing export outlets at an extremely rapid rate. 
He is now beginning to lose his domestic market through the importation of 
foreign cotton manufactures. He has already sharply reduced his acreage while 
foreign production has increased proportionately. This increase is so great that 
the International Cotton Advisory Committee has indicated, as reported above, 
that in another 2 or 3 vears, under current trends, overseas mills will be com- 
pletely independent of American-grown cotton. Unless action is taken now to 
preserve and protect the American market for the American cotton farmer, a 
complete breakdown of the present cotton agricultural programs will be but a 
question of time. 

The future of the American cotton economy rests with the preservation and 
expansion of the domestic market. There can be no firm and certain foundation 
for that market without reasonable controls over imports of foreign-made cotton 
textile products... Section 22 clearly provides the authority for the action that is 
necessary. The law is clear in its intent. Such action would be in accord with 
the established foreign-trade policies of the Government as reflected in previous 
actions under section 22. ; 

Mr. Jackson. Continuing this same point of “imports versus ex- 
ports,” I wonder if I could suggest that the committee turn to page 18 
of this little booklet. | 

Mr. Anernetuy. May I interrupt there just a minute before you 
do that? Could you supply for the record a completed table? Could 
you complete table IX inasmuch as we are now over into February. 
You have 1955 from January through October. Is it possible to 
complete that table? 

Mr. Jackson. We have with us here—— 

Mr. Avrernetuy. I mean for the benefit of the record. 

Mr. Jackson. Yes; I will inquire right now of Mr. Buford Brandis 
who did most of the work on this book, who is our staff economist. 

Mr. AsernetHy. When you turn this document over to the clerk 
for the record, complete that table and such other tables as you may. 

Mr. Jackson. As far as we can. 

I do not know how much lag there is in this information. 

Turning to the bottom of page 18, just a little bit on this same point : 

The argument is sometimes made that the imposition of an import quota on 
cotton manufactures is unnecessary because exports of cotton manufacturers 
currently exceed imports of such items. This is a specious argument devoid of 
logic, but nonetheless, it is so frequently encountered that the following com- 
ments upon it are deemed desirable. 


In the first place, the whole idea of international trade is based on the 
assumption that countries export more of certain items than they import, in 
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order to import more of certain other items than they export. Doubtless, there 
is no example in the whole gamut of United States foreign trade where exports 
of a particular item exactly balance the imports of that same item. 


I think we have all been told from the very time that Cordell Hull 
advanced the idea of reciprocal trade tliat the whole objective of it 
was to free up the trade channels of the world so that countries that. 
produced a surplus of something could sell that freely, in exchange for 
things that they were deficient in. ~ 

I donot think there was ever anything in the record that indicated 
that its idea was stmply to export something and import. a like quan- 
‘ity of the same thing because as was brought. out here in the hearings 
this morning your net position is the same and you get nowhere. 

We in this country have an excess capacity of textile manufacturing 
plant. We product, as I said a little bit ago, the widest variety at 
the lowest prices relative to wages of any textile industry in the 
world. The only reason that we take anybody’s goods in, except 
some of specialty items—the things that we do not produce here—is 
simply to try to aid economically. The truth of the matter is, and I 
think that even our Japanese friends would recognize this, that we 
do not. need anything that they produce in the way of textiles; that 
whatever we take in is being taken in to try to assist with their eco- 
nomic development over there. 

The only reason that we bring them in is because they are lower 
priced. The only reason they are lower priced is because they are made 
with lower priced labor. And I do not think that ever was the idea 
of our reciprocal trade-agreements program. 

If I may read the Jast paragraph under that particular title, “Im- 
ports Versus Exports”: 

Very similar is the situation relative to United States exports and imports of 
wheat flour. The United States produces a surplus of wheat; food consumption 
per head is very high relative to the rest of the world, and exports of wheat flour 
far exceed imports. Indeed, since May 29, 1941, a strict import quota on wheat 
flour has been maintained by the United States Government precisely as it has 
maintained since that time a strict import quota on millahle wheat. Both the 
wheat quota and the flour quota have been applied under section 22 of the 
Agricultural Adjustment Act because wheat is a price-supported commodity and 


large imports of wheat or of wheat flour would imperil the success of the price- 
support program on wheat. 


Mr. Chairman, there is so much to this story that it is hard to know 
where to stop and where to start, but I think the next question that 
needs attention now, moving from one subject to another, is this, and it 
is one that you could rightfully ask and anybody can ask: Does the 
United States industry possess the economic strength to battle this 
thing out, regardless of the policies of the Government? 

I would like to refer you, if I may, to page 22 of this document and I 
would like to read a little bit, if I may, sir. 


Nothing in the statistical picture of the United States cotton textile industry 
today would indicate the necessity for encouraging additional imports of cotton 
manufacturers. Quite the contrary. Textile prices for about 4 years have been 
depressed. The United States Bureau of Labor Statistics compiles indexes of 
the wholesale prices of cotton products and of apparel based on 1947-49 as 100. 
In October 1955, the latest available month, these stood at 92.8 and 98.7, re- 
spectively, a decline since pre-Korean days. Meanwhile, the BLS index of whole- 
sale prices of all industrial commodities stood at 119 in October 1955, up 19 
percent above pre-Korean levels. 
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There in table XI is the basis for that statement. Here we have a 
situation where cotton products in 1955 stand at only 92.8 of the 1947- 
49 index, whereas all industrial commodities stand at 119. It shows 
the extent to which not only have prices been held low for the consumer 
but to which the industry has actually been depressed. 

Then: 

Textile profits kept in step with industrial profits generally in the early post- 
World War II years, but for the past 5 years profits, after taxes, in the textile 
mill products industry have been only about half as large as the average in 
American manufacturing as a whole. 

That table XIT is at the top of page 23. Perhaps we should refer 
to that just a moment. 

As you see for the past 5 years, textile mill products returns on 
sales have ranged from a low of 1 percent in 1954, to a high of 3.5 
in 1951, and you see the comparison just to the right of it, with all 
manufacturing. 

I have here an additional table on that same subject. I have all 
of the quarters right up to the third quarter of 1955, and it shows 
that not in a single quarter since 1951 have textile mills’ profits been 
equal to the average for all industry, not the best of the industry but 
the average of all industry. 

And in the third quarter of 1955, the textile mill products industry 
return on sales was 2.5 percent. 

We heard the witness from the Department of Agriculture saying 
this morning that the industry is in a healthy state, and we have seen 
statements emanating from some agencies of Government to the effect 
that the industry’s profits are up 100 percent since last year. Well. 
what they did not say is that last year they are 1 percent and this 
year they are 2 percent as compared with 4.7 for all industry last 
year and 5.4 for all industry during the third quarter of 1955, 

So the statements to the effect that the industry is in a healthy, 
booming state are just plain inaccurate, Mr. Chairman, if we can 
believe the figures put out by the Government. 

Just one other paragraph I ‘would like to. read, the middle “of 
page 23. 

Poor earnings have handicapped the industry in financing moderni 
zation, thus weakening still further its competitive power against 
overseas mills having the advantage of lower cotton and machinery 
costs and far lower labor costs. Since 1948, expenditures for new 
plant and equipment by the textile mill products industry in the 
United States have declined by almost half from $618 million in 
that year to $331 million in this, and the table shows what. has hap- 
pened there. It shows that from the high of $618 million in 1948. 
we have been going gradually downward to $331 million in 1955, 

Mr. Apernetuy. That is for 1955? 

Mr. Jackson. Yes. This represents a rate of only 10.6 percent o/ 
the net value—after depreciation—of the industry’s property, plant. 
and equipment as compared with a capital spending rate of 16 per- 
cent for United States manufacturing industry as a whole. Inade- 
quate earnings are reflected in too little new investment. on the one 
hand and in inadequate cotton research and promotion programs on 
the other. 

The cotton textile industry of the United States—by far the largest 
and most reliable customer of the American cotton farmer—was 
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already lagging behind the national economic pace when 1955 arrived. 
The industry has now been further handicapped by the events of 
last spring at Geneva, when tariffs on the bulk of its products were 
reduced by from 25 to 50 percent for the announced benefit of Japan. 
On this occasion Japan was admitted into GATT membership with- 
out reservation by the United States, but 14 other countries—includ- 
ing major textile nations, and I might say virtually all the major 
textile nations, with the exception of Canada and West Germany— 
took shelter in escape procedures for protection from Japanese 
competition. 

These 14 countries were full recipients of the tariff concessions 
granted by the United States to Japan. Their refusal to grant paral- 
lel coneessions on textiles either to Japan or the United States left 
the United States standing virtually alone with a fixed commitment 
to expand Japanese textile imports into this country without effective 
qualification or limitation of any kind. The attitude of other coun- 
tries being what it is, the probability is real that the American market, 
American mills, and American employees may be compelled to absorb 
the greater part of Japan’s future overseas textile expansion. 

Now, Mr. Chairman, I have taken a lot of time of this committee 
and I don’t want to prolong it; I do want to make one other point if 
I may, sir. 

I would be willing to make the statement that through the years 
since the end of the war, no industry in this country has done as 
much to assist its counterpart in Japan as has the United States 
cotton textile industry. I won’t go into all the details of it, but the 
record is clear and the Japanese themselves know that as well as any- 
body, and our own Government knows all about it. We have had 
several missions over there; we have assisted them in getting their 
industry back on its feet. We sent one of the best textile men in the 
United States to Japan for a year and a half to help them increase 
their markets so they can buy United States cotton. We sent people 
to assist them to buy United States cotton to get their industry going 
again, participating in two international conferences with them. We 
have done everything we knew to help them get back in on their 
normal markets. 

Furthermore, we have gotten to know on a personal basis most of 
the leaders in the Japanese industry. 

Mr. GAtuinGs. Has all that been done since 1950? 

Mr. Jackson. Yes,sir. Well, most of it since 1948. The latter part 
since 1950. 

We have been impressed with the fact that the Japanese themselves 
have shown a great deal of recognition of the seriousness of this prob- 
iem, In the fall they had a delegation of some 70 or 80 people over 
here to visit in the United States markets and to talk with repre- 
sentatives of the textile industry, also with representatives of our 
Government. As a result of those talks they became convinced that 
sentiments in the United States were such that some sort of positive 
steps should be taken. They went back home with the announced 
intention of talking with their own industry and with their g>vern- 
ment about taking some sort of action that would alleviate the situa- 
tion and bring into being some types of controls. 

We have felt that there were four ways that these controls might be 
brought about. One way would be through legislative direction. 
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Another way would be through the authority that is already in 
section 22, 

Another way would be through some sort of negotiated agreement 
with the Japanese, in which our two Governments and our industries 
would participate. The fourth way would be a purely voluntary 
action on the part of Japan. 

Our industry has taken the position that on any one of the first 
three we would be delighted to work in any way possible with our 
Government, with the Japanese Government and the Japanese indus- 
try to try to bring it about. 

We have taken the position on the other hand that a purely volun- 
tary action on the part of Japan is not adequate. It isn’t the answer. 

Here is a problem that has been created by policies of our own Gov- 
ernment and that is being rigidly adhered to by the State Department 
and other agencies of this Goverment. It does not make sense to 
leave the full solution to that problem in the hands of a foreign coun- 
try regardless of who they are. 

In other words, if all the determinations are going to be left to the 
Japanese regarding the level of the quota, the distribution of the 
quota, the time when they want to change the quota, it does not make 
for a very happy circumstance in our industry and it does not create 
the sort of confidence we have to have in this industry if we are going 
to keep the mills moving ahead on cotton. They are scared now to 
invest their future in cotton with this great uncertainty hanging over 
their heads, 

We feel that the Japanese have been objective and realistic about 
it: that they have indicated they would like to find a happy solution. 
Frankly, they have invited us on 3 or 4 different occasions to come over 
to Japan and talk with them about it. They felt quite certain, they 
said, that we could reach an amicable agreement. But so far we have 
received absolutely no encouragement from our State Department and 
numerous other agencies of the Government regarding that type of 
approach. 

It was after that avenue had been explored pretty carefully that we 
filed this petition, asking for action by the Secretary of Agriculture. 

Frankly, we feel that that is the logical way ; it is the happiest solu- 
tion available. Section 22 is an established part of our foreign trade 
policy. It has been used in many instances. It is accepted by GATT 
It involves no new policies by anybody. It treats all countries exactly 
alike. 

So we have felt that an action under section 22 was a completely fair 
and logical way to handle it. It does not point the finger at Japan, 
treats all countries alike, based on a historical level. I think a quota 
level could be decided upon that would be generous by any standards. 

Mr. Asernetuy. I would yield there. 

Mr. Jackson. Yes. 

Mr. AnernetHoy. You heard the testimony this morning from the 
Department which clearly indicates that they are going to deny this 
appeal. As you have prepared your testimony, I am just wondering 
if the Department has all the facts before it. 

Did you have an opportunity to present this information, this testi- 
mony and these facts in person to people in the Department of 
Agriculture? 
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Mr. Jackson. Yes, sir, we have had many conferences with repre- 
sentatives in the Department of Agriculture; many conferences with 
representatives in the Departments of State and Commerce. We had 
at one time the opportunity to present our story to approximately 30 
representatives of the Department in one meeting. 

Mr. AnernetHy. Who heard the testimony from your people in the 
Department of Agriculture on this petition with regard to section 22? 

Mr. Jackson. Actually, we presented no formal testimony. There 
wasn’t any hearing in the Department. We met with them on a good 
many occasions. We met particularly with Mr. McConnell while he 
was here on several occasions. We felt that he was more familiar. 

Mr. Asernerny. I think the decision was made in the Foreign 
Agricultural Service, Mr. Burmeister’s organization. 

Mr. Jackson. Yes. 

Mr. AserNetuy. I wonder, Mr. Jackson, that being the case, if it 
would not be worth while and if you would not render service to the 
Department, to immediately make an appeal for an opportunity for a 
personal hearing on this matter before the Secretary submits his 
recommendations. 

Mr. Jackson. We think that is an excellent suggestion, Mr. Aber- 
nathy, and we will follow through on a request on this afternoon. 

Mr. Apernetuy. In view of the statement made by Mr. Butz this 
morning that clearly indicates that they don’t know or absolutely 
ignore it—and I hate to say that there would be a very reasonable 
man who would ignore the testimony and the importance that is in- 
cluded in this little pamphlet which you have submitted to the com- 
mittee. I just can’t understand how he could come here and make 
the statement this morning that the cotton and textile industry is 
not feeling the pinch. 

Mr. Garuines. Was this pamphlet available when you had those 
conferences with him ? 

Mr. Jackson. This pamphlet was prepared for the Agriculture 
Department and was submitted to them as a brief substantiating our 
case. 

Mr. Asernetuy. Unfortunately, a pamphlet does not get the stand- 
ing that oral testimony does. Your testimony has been worth 50 of 
these pamphlets. Everyone can readily understand testimony but 
it is hard to read a pamphlet and get the facts. 

But testimony from a man like you who knows the subject and can 
testify before the Commission not for an hour or 2 but for a day or 2 
days, I think the situation before FAS would be different from what 
it 1s now. 

Mr. Gatutnes. He has stated that they had the testimony in many 
conferences. I am asking him just when it was. 

Mr. Jackson. We have not had a formal conference with repre- 
sentatives of the Department since this was filed. Frankly, we were 
hoping for such a conference next week. We have a group of our 
people coming in and I called the Secretary’s office yesterday hoping 
to arrange a high level discussion of this thing while some of the 
important textile and cotton manufacturers are in Washington next 
week. We were told over the telephone that they were right in the 
process of reaching some decisions on the section 22 petition and 
perhaps we had better wait a day or 2 to see what happens. 

73191 _56——12 : 
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I think with the suggestion coming from this committee, it places us 
in a much stronger position to go back and discuss these developments. 

Mr. Garutnes. I am delighted to know you will follow up on this. 

Mr. Asernetuy. Mr. Jackson, did I understand that some little re- 
lief has been gained to the wheat people under section 22? Did I 
understand you to testify to that? 

Mr. Jackson. That is correct. We think it is an incidental 
situation. 

In order to protect the price import program on wheat, they had to 
umpose import quotas on wheat, under section 22. In order to protect 
that, they had to impose quotas on wheat flour. 

Mr. ABERNETHY. When was the 29,000-bale ceiling imposed upon 
the importation of raw cotton? 

Mr. Jackson. July 1939. 

Mr. Apernetuy. That was based on a recommendation of the De- 
partment of Agriculture ? 

Mr. Jackson. Yes. 

Mr. Anvernetuy. And the Department has not seen fit to offer a ree- 
ommendation amending that ceiling since that date? 

Mr. Jackson. I think that is correct. 

Mr. Anernetuy. But it is being avoided by importing the finished 
products? 

Mr. Jackson. That is correct. 

Mr. Aserneruy. Now, had any one attempted to bring these tinished 
products in in the form of raw cotton, it would have been denied. 

Mr. Jackson. That is right. Hil . 

Mr. Apernetuy. But to make it up in the form of garments or tex- 
tiles, in it comes. 

Mr. Jackson. That is right. 

Mr. Chairman, the full significance of this thing can be realized only 
when you realize the importance of some things taking place in the 
market. It isn’t any secret that some of the big textile buyers in this 
country are establishing textile buyers in Japan. 

When some of the garments were coming in from the Japanese mar- 
kets, they weren’t sized right or styled right and didn’t sell well... But 
now the American buyers for the bie chains are going into Japan, set- 
ting up big operations, taking their specialists along and buying to 
specification, meaning the garments will be designed and styled for the 
American market. When the full impact. of that begins to be felt, 
we think it is going to get out of hand very rapidly. 

Then there is another development that is taking place—— 

Mr. Garuines. Our committee made a trip down to the northeast 
Mississippi district as represented by Mr. Abernethy, and we stopped 
at Booneville, Miss. There we were presented with a shirt. We un- 
derstand that that particular type of shirt was made to the specifica- 
tions of J. C. Penney & Co. 

Now, if these big chains would make those trips over to Japan and 
say this is the type of button we want. on there, this type of size, this 
is the type of coloring and so on, it looks to me like the employees 
working down in this particular operation in Booneville, Miss., will 
no doubt suffer and people will be thrown out of jobs, as well as the 
mill closing down, 

Mr. AnerNetuy. Mr. Chairman and Mr. Jackson, I have a number 
of these mills in my district as you know. The managers of some of 
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them told me back in December that if this situation continued, they 
were at least going to be forced to purchase foreign-made textiles, 
which, of course, in turn, meant that the textile manufacturer and the 
textile worker would just have to find something else to do. 

There was one plant owner, particularly, that said he had just about 
reached a point now where that was the only out for him, something 
that he has been trying to avoid'and has been able to avoid up to now. 
But he does not know how he can avoid it much longer. 

Mr. Jackson. Yes. A lot of that is beginning to happen. The same 
thing is happening in the mills. Many of the mills losing business to 
the Japanese producers of this gray cloth are finding it necessary 
to go to the Japanese mills and order it and bring it over here and 
finish it. When it is styled and designed, it is to all intents and 
purposes American cloth. 

Mr. Anrrnetuy. I would like to mention something else here I 
think ought to go on this record. I don’t want anyone to misunder- 
stand me. This subject has been so broadly discussed throughout the 
textile area and the garment manufacturing areas of the United 
States—and when I said broadly I meant broadly—it is building some 
very unfriendly feeling in those sections for the Japanese people. 

Mr. Jackson. Yes, sir, that is unfortunate. 

Mr. Anzrnetuy. It is unfortunate, but it is happening. They let 
me know about it in December in my own section. 

Mr. Jackson. In that connection, I think all of us recognize the im- 
portance of Japan and the friendship of Japan in that part of the 
world. I think it is an industry where we have demonstrated in a 
very practical way what we think about it. I think it would be a terri- 
bly unfortunate thing for our State Department and these other agen- 
cies which are insisting on an unyielding position, one that is so ob- 
viously unfair in the minds of many people, if they insist on a position 
to the extent that they force a reaction like Mr. Abernethy is talking 
about, against the Japanese people. It is going to be a terrible thing 
and it is a terribly unfortunate and unnecessary thing, we think, par- 
ticularly when the Japanese themselves have indicated such a complete 
willingness to try to get in and find a solution. 

Mr. Jones. That is the impression [I have got. In other words, we 
have actually gone beyond what they even expect themselves, in that 
respect, and we have actually forced them into a position of incurring 
the animosity of some people here, that they would prefer not to have. 
We have gone that far in the State Department. 

Mr. Jackson. Yes, sir. 

Mr. Jones. That has been my impression. 

Mr. Jackson. Just one other point, Mr. Chairman. 

T haven’t talked at all about the price influence of this Japanese 
competition, but it is very great and has spread very quickly through 
our industry. Just as an example, our industry last year, on its entire 
production of print cloth, which is the largest single item it makes, 
averages three-eights of $0.01 per yard profit. That is all. Three- 
eights of a cent per yard profit was the industrywide profit on print 
cloth, which is the fairest fabric to use. 

The tariff concession that we gave to Japan on this 80 square print 
cloth, or a comparable fabric, is roughly three-quarters of a cent a 
yard, more than twice the profit of the United States profit. So it 
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has to come in only a half cent a yard cheaper to whip out the profit 
in it. When it comes in a cent cheaper, it takes only a little bit of it 
to depress the price on everything else. 

My final point is this. As the chairman indicated, | grew up im the 
raw cotton end of this business. I lived all my life right in the middle 
of a cotton patch and right close to the growing and handling and 
later marketing of the cotton. Like sditelo who grew up in it, I feel 
very close to it and am tremendously interested in it. 

Having worked now for these mills for the past 6 years and having 
taken a good hard look, I think, at what the possibility is for the 
consumption of cotton, what the factors are that are contributing to 
cotton’s future, I believe very sincerely that we have an opportunity 
in these next 5 years to see cotton consumption increase in this country 
by a million to a million and a half bales. I think in 10 years we 
can see cotton consumption up to from 12 to 12% million bales pro- 
vided we can hold approximately our same percentage of the total 
fiber market. The way to hold it is to keep these mills expanding, 
to keep them, as they expand, expanding on about a proportionate 
basis as between cotton and rayon and these other fibers. 

If we are going to keep cotton competitive with the synthetics and 
everything else competing for the consumer dollar, we have got to 
have in this country a cotton manufacturing industry that is getting 
an even break—at least an even break in its earning power that 
makes it possible for it to spend the money on plant cunataiine 
research, advertising, sales promotion—all the things it takes in this 
modern day to expand the market for a product. Unless we hope to 
do that, we can’t hope to achieve this great big possibility for increas- 
ing consumption that is out here ahead of us. So now I believe that 
our friends in these agencies of the Government who have been making 
these decisions have not appreciated the fact that it isn’t just a matter 
of whether so many yards of goods come in to the country or not, but 
have of maintaining confidence in cotton as a raw material so these 
mills and other establishments will be willing to believe in it and in- 
vest in it and move ahead with cotton in order to allow it to keep its 
place in the overall growth of the country. 

We appreciate the opportunity to present these facts. We could 
talk about it all day, because we are so close to it and so full of it. 
There are many other factors we haven’t developed and if now or 
later on we can add to it, we will be glad to. 

Mr. Poage. Mr. Jackson, I wish you would go a little further than 
you have. I think you have made an excellent statement here point- 
ing out the need of average American mills to operate on a competitive 
basis, and I think you will find pretty general an agreement with 
that viewpoint. 

As I suggested to Mr. Butz, this morning, I think there is another 
side to that coin that is just as important as the competitive position 
of the mills and just as important as the findings as to ability of the 
mills, and I am not saying that in derogation of the necessity of the 
mills making a profit. I know they can’t operate as charity institu- 
tions; they have to make a profit, and I want them to make a profit. 
But neither do I believe that the American farmer can operate with- 
out an adequate return. 

Now, I wish you would go further—I don’t mean this in criticism 
of anything you have said. But I think you haven’t touched upon 
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what we are gomg to do for the American farmer. How are you 
going to keep the American farmers income up. Of course, as long 
as we have got this surplus that we are going to sell under this bill 
we can assume that we have paid 90 percent of parity for this sur- 

lus. The farmer could live on that 90 percent of parity last year. 

@ are going to sell the cotton, and we are presently selling cotton, 
and by this bill we are directing the Secretary to sell more cotton at a 
loss, at a very substantial loss. Obviously that is nothing in the 
world but subsidy. You will agree on that, that this proposal is a 
straight-out subsidy proposal. 

Mr. Jackson. Yes. 

Mr. Poacr. I am not saying that to condemn it, but to have us face 
the facts.. If you buy cotton at $0.33 and sell it at $0.26, you have got 
a loss to the Government there of $0.07, haven’t you? 

Mr. Jackson. That is right. 

Mr. Poace. Just as truly as if you bought cotton at $0.26 and paid 
the farmer $0.07. It comes to the same thing. Doesn’t it? 

Mr. Jackson. That is right. 

Mr. Poacre. Consequently, the Department can’t claim their present 
program isn’t tainted with subsidy because it is an outright subsidy 
program. They will grow out of the subsidy as quick as they get the 
price down to 75 percent of parity, assuming the cotton can be sold 
on the world market at 75 percent of parity. But isn’t that the only 
way whereby this present program or the program under present leg- 
islation grows out of the subsidy program. 

The only way you ean escape the payment of subsidy under this 
program is to reduce the price the farmer gets for his product down 
to the world price. 

Mr. Jackson. That is right. Either subsidy or that. 

Mr. Poace. Exactly. I am not suggesting that you ask that we 
break the farmer. But am I not correct in saying if we leave the 
law standing as it is and put these amendments to it, we haven't done 
one thing in the world to mitigate the harsh effects of world price on 
our American farmers. 

Mr. Jackson. Yes, I thmk that is night. 

Mr. Poage, all we are doing here is to try to deal with an emergency 
situation. | 

Mr. Poacr. I know, and I am sympathetic with what you are trying 
to deal with here, but I think we would be doing a terrible wrong if we 
were to let the American farmer get the idea that we are now propos- 
ing something that is going to put money in the pockets of the 
American farmer. This is going to put money in the pockets of the 
American mill man and I think he is entitled to have some. I am 
not criticising that. This will put money in the pockets of the 
American cotton merchant, and I am glad to see him earn money, but 
it isn’t going to put one cent more in the pockets of the American 
farmer. 

Mr. Asernetrny. It will next year. 

Mr. Poage. Let us stay with 1956. Mr. Jackson has pointed out 
that his mills are faced and I agree with him, something that is 
now—— 

Mr. Asrernerny. It will give the farmer the opportunity to pro- 
duce a little more cotton. 

Mr. Poager. Not in this year. 
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I am talking to you about an immediate situation. I think the 
American farmer is in just as desperate a condition as the mill is. I 
think the American farmer needs help just as quickly as the Amer- 
ican mill needs help. They both need it. I am not, condemni 
your position. All I am asking you to do is to get. on the side o 
the farmer, too, I am asking you to give some consideration to the 
farmer as well as the mill. ae . ; . 

I will go along with the mills if I see the mills going along with 
the farmer. i ; 

I don’t care whether you support the bill I have introduced or some 
other bill. I think my bill does attack both sides of the problem and 
I think any attack on on side only is bound to fail. 

I liked the statement in-that price study of the Cotton Council, 
where it went on to point out that one of the essentials of any program 
had to be an adequate support to the farmer. 

Mr. Jackson. That is right. 

Mr. Poace. It seems to me that we are getting a good ways away 
from looking at the farmer’s needs when we emphasize only tlie neces- 
sity—I agree thoroughly as to the desirability and necessity of making 
cotton more competitive. I am not criticizing that. But I am sug- 
gesting, just as the Congressman from Mississippi stated a few 
minutes ago—— 

(Discussion off the record.) 

Mr. Poaae. I doubt very much if we pass this legislation which bails 
one group out and does not give consideration to the other group at the 
same time, we are going to find the mills in support here of the farmers 
if we ever do give the farmer his day in court. 

Mr. Aprrnetny. That certainly isn’t the intention of this bill, to 
bail one certain group out. 

Mr. Poage. It will do it. 

Mr. Jackson. It will bail out the American farmer. That is my 
interest in it. It will get rid of surplus and it will also preserve for 
the American farmer a little more of the domestic market. 

Mr. Poage. A complete abandonment of the American farmer will 
do both those things, and in a big way if you will just wipe out al] Gov- 
ernment involvement in cotton prices. You will of course make Amer- 
ican cotton conipletely competitive with everything @se.' You will; of 
course, expand the American market. No question about. it. The 
only question is, can the American farmer live through that kind of an 
operation? I don’t think he can. 

I recognize that this bill would say that you can’t get less than 75 
percent of parity, and it is better therefore than saying you can just go 
right on down to zero. But as between 90 and 75 percent parity for 
the American farmer, this does not do him any more good from the 
standpoint of immediate income to the farmer, and from the stand- 
point of long-range income, it does not do him any more good than to 
simply wipe out all Government programs. That would help the mills 
even more. This, to say the least, leaves the cotton farmer dependent 
on Mr. Benson and flexible supports. 

Mr. Apernetvy. I can’t follow the gentleman’s reasoning. The 
objective of this bill is threefold. (1) To sell our surplus cotton: 
(2) to preserve for the American farmer what was normally his 
domestic market, and (3) a minimum acreage allotment for small 
farmers. 
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Mr. Poaer. He does not need any acreage allotment if he does not 
have the Government program. He would not have any. I am not 
criticizing the objectives of this bill. Don’t get me wrong there. I 
think you have some good objectives. 

All I'am saying is don’t come in here and do this thing that bails 
out one part of the industry and leaves it to the other to get along as 
best he can. If we take care of the mills now, and leave the farmer 
without any help and I don’t think they will get any help any time 
soon. 

Mr. Jackson. If there has been anything said that would indicate 
we are unsympathetic with obtaining the very maximum for the 
American farmer, it has been inadvertently done. 

Mr. Poace. I don’t charge the mills with any less sympathy than 
I charge farmers, lawyers, Congressmen, or anybody else. But I 
know that when you bail one group out that ought to be in helping 
the other group, after they have got what they want, they at least lose 
enthusiasm about helping the other segment. 

Mr. Jackson. I think this committee would be interested in and 
considerably surprised to know how much time this mill industry in 
every meeting that it has, its board meetings, and committee meetings 
and otherwise, devotes itself to interests and positions of the American 
farmer. I don’t believe there is an industry of any sort in America 
that feels the same sort of basic allegiance, or feels any closer basic 
allegiance, to agriculture than the cotton-manufacturing industry. 
Many of our leaders are, to use 2 common expression, just “hipped” on 
the subject, that whatever we do in this industry of ours and in our 
organization, we have to maintain the closest sort of understanding 
of the farmers’ situation, the farmers’ problem, the farmers’ interests, 
and that we try never to take a position that is in conflict with the best 
interests of the farmer. 

We have had a position historically of not taking a position on any 
sort of a price-support program, because we feel that is something the 
farmers ought to decide for themselves, to sort of program and 
plan they want. 

I make this point that is sort of generally misunderstood. <A lot of 
people think that the cotton mills like low-price cotton because it is 
their raw material; A cotton millmian alWays would like to buy his 
cotton just a little cheaper than his competitor in business, the man 
who is making the same fabric. But you go back through all the 
years and look at the records of earnings for the mill industry and 
right down through the years, you find their greatest earnings come 
when the cotton farmer is the most prosperous, when the cotton is 
selling at highest rates and prices relative to the general economic 
scale. So nobody knows any better than a cotton millman that his 
best interest lies with the best interests of cotton agriculure. He has 
the record there to prove it through the years. When you start talking 
about cheap cotton, depressed price cut to the millman, you expect 
him to fret because his sales are tied directly to cotton all the time. 
He is interested in seeing just as high a price for cotton as the com- 
petition will permit it to get. 

I think as a matter of policy that we have always got to keep this 
in mind. It is one thing to say, “All right, if we cut the price of 
cotton 7 or 8 cents a pound, we can get’ this much more market,” but 
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I think this has to be looked at first, not what it is going to do to the 
market, but what it is going to do to the farmer first and the market 
second. 

Mr. Poacr. I would like to repeat again, I think I made it abun- 
dantly clear that I am not criticizing what has happened here. I 
am not criticizing the cotton industry, except that I do want to empha- 
size that as a practical matter of consideration, I think we would be 
derelict in our duty to the farmers should we give any segment what 
it wants without taking care of the others at the same time. 

Mr. Jackson. Of course, Mr. Poage. In this industry the de- 
cision has been made to go along on an export competitive pricing 
program which it has historically opposed. The reason why our in- 
dustry has been going along with it is because they know how strongly 
the farm groups feel about it and how much importance they at- 
tach in getting these groups back into this market. We have felt 
all along that it isn’t just a one-package approach. 

Mr. Poacr. You have just suggested that it has always been the 
policy of your industry to take no stand on the matter of price 
supports. 

Mr. Jackson. We haven’t historically. 

Mr. Poace. Have you changed that now with this bill? 

Mr. Jackson. It represents the first departure in that. 

Mr. Poacr. There is nothing in here that has to do with price 
supports. 

Mr. Jackson. No. 

Mr. Poace. Do I understand now that you are in favor of some 
kind of price support to keep the farmer’s income up to where it 
would be if we didn’t let this price drop to 75 percent of parity? 

Mr. Jackson. Not officially; but unofficially you have very strong 
support in this industry for a price-support program for cotton. 
In fact, last year, when there was a lot off discussion about whether 
it was going to be 75 percent or 90, we had some of the larger manu- 
facturers in our industry contending that it ought to be 100 per- 
cent. 

Mr. Poacer. I think they have been good friends of the cotton 
farmer. I want you to continue that way. 

Mr. Jackson. I, do too. If it ever happens otherwise, we are out 
of business. 

Mr. Garuines. Thank you so much. We appreciate your appear- 
ance here. 

Now, at this time, I would like to ask permission that the state- 
ment of the Louisiana Delta Council be incorporated in the record. 
Without objection it will go in at this point. 

(The information is as follows:) 


STATEMENT OF H. P. GRANT, JR., SECRETARY-MANAGER, LOUISIANA Deuta CouNncrL 


Mr. Chairman and members of the United States House Agriculture Commit- 
tee, as a member of the American Cotton Producer Associates, Louisiana Delta 
Council fully endorses the recommendations and views presented for the group. 

Louisiana Delata Council is an economic federation of the people of the 
northeast Louisiana delata region. We represent the common interests of agri- 
culture, industry, education, forestry, and research. The territory served con- 
sists of 11 parishes (counties) comprising an area bounded on the north by the 
State of Arkansas, situated between the Ouachita and Mississippi Rivers and 
extending southward to the parishes of Concordia and Catahoula. 
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The income of our area containing 279,000 people is primarily derived from 
agricultural sources, principally cotton. There are approximately 13,000 cotton 
farms in our section. They received about 45 percent (272,491 acres) of the 
total 1956 State cotton acreage allotment. 

The following figures illustrate the drastic acreage reduction under allotment 
programs for Louisiana farms during the last 4 years in which cotton plantings 
were restricted ; 


We deeply regret that the President’s farm message to Congress on January 9 
failed to mention any plan for increased agricultural sales abroad other than a 
request for permission to trade farm products behind the Iron Curtain. 

We are positive that an unrestricted foreign sales program at competitive 
prices, coupled with reasonable restrictions protecting our domestic mills against 
foreign textile imports, is a paramount necessity if the United States cotton 
industry is to survive. 

Twelve cents of every dollar earned by the United States farmer comes from 
the sale of farm products overseas. One acre of every 10 of our farmland is 
producing for export. But this overall figure fails to reveal the virtual de- 
pendence of some crops on export market.* 

The farmer is already heavily dependent upon sales of his commodities to 
foreign customers for a substantial portion of his income; secondly, he is going 
to have to greatly expand his foreign markets if increasing stockpiles of surplus 
commodities are to be diminished. 

The Agricultural Trade Development Act is an aggressive effort to develop 
additional foreign markets for farm surpluses. Continuous, dependable access 
to the newly found markets established under the Trade Development Act is 
vital to the American farmer. Our present and future prosperity depend on 
it. Without access to these markets, the farm surplus disposal program will 
only serve to create new markets for farmers in other parts of the world. 

The International Cotton Advisory Committee, an intergovernmental organ- 
ization of 32 cotton-producing and consuming countries, on October 22, 1955, 
reported that cotton production is increasing so rapidly in the free world outside 
the United States that within another 2 or 3 years there may be no necessity to 
buy United States-grown cotton. Free world production outside the United 
States has increased every year since 1947-48 and has almost doubled over this 
period. 

No one in this country likes the idea of United States cotton being grown for 
domestic consumption only. Historically, it is an export crop. Loss of foreign 
markets for cotton is already keenly felt by both the farmer and the shipper. 
The result of the announcement is to make the American cotton farmer and 
other elements in the industry more than ever determined to regain lost markets 
abroad. The first step toward this objective should be renewed and concentrated 
efforts to expand the program for the sale of surplus cotton abroad at competitive 
prices. 

Japanese sales of cotton cloth to buyers in this country since midsummer have 
spiraled to a dimension equivalent to 19,000 United States textile jobs. Such 
volume, unless checked, must inevitably take a toll in mill employment and a re- 
duced market for the United States farmer’s cotton. August fabric sales by the 
Japanese Government to United States buyers totaled 52 million yards—a 
1-month figure exceeding the entire amount of cloth imported from Japan during 
all of 1954, which was 47.8 million yards. 

Japan buys the greater part of its raw cotton from countries other than the 
United States, so this flood of cloth imports also is the equivalent to the impor- 
tation of many thousands of bales of foreign-grown cotton. Agricultural law 
in this country requires United States mills to use only domestic cotton except for 
a negligible fraction of foreign specialty growths under a quota. 

Only the imposition by Congress of an import quota on cotton manufactures 
similar to the quota long in effect on raw cotton can protect the jobs of United 
States textile workers and the market of the United States cotton farmer. 
United States cotton mills are committed to the cost and wage structure of the 


2 aestastent Valley hesoriation. October 10, 1955. 
AC, 


2 Cotton, October 1 
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United States economy. They now have a floor of $1 an hour minimum, estab- 
lished by Congress to be effective March 1, 1956, as compared to 13 cents an hour 
for the Japariese.* 

We recommend that a 1 percent national acreage reserve for aiding small farm 
hardship cases be set up in additioin to the national cotton acreage allotment. 
On a basis of need, such reserve should provide minimum allotments of 4 acres, 
or the highest acreage planted in the 3-year base period preceding the allotment 
year, whichever is the smaller. 

We strongly urge your active assistance in expediting passage of H. R. 8658 
and H. R. 8659. In the absence of such action we face the total loss of our 
foreign markets and the ultimate bankruptcy of the vital cotton industry which 
furnishes a livelihood for millions of Americans. 


Mr. Poacr. Will we have an opportunity to question Mr. Woolley ? 

Mr. Garurnes. He left a little note and said, “I am going to have to 
go. I would like to have it put in.” 

Also I would like to have permision to incorporate into the record 
a telecram to me from W. M. Rhea Blake, executive vice president of 
the National Cotton Council, the full text of this telegram which 
relates to a meeting at Biloxi, Miss. 

(The information to be supplied is as follows :) 


Brroxr, Miss., February 1, 1936. 
Hon. E. C. GATHINGS, 
House Office Building, Washington, D. C.: 


Voting delegates of National Cotton Council, including all six branches of 
raw cotton industry—cotton producers, ginners. warehousemen, merchants, 
spinners, and cottonseed ¢crushers—adopted yesterday comprehensive cotton pro- 
gram, including following recommendations: 

(a) Legislation authorizing appropriate incentive payments to farmers who 
voluntarily reduce their cotton acreage below their individual farm allotments. 

(b) Develop information on, and a plan for, recognizing technological im- 
provement in the production of cotton in the cotton price support system. 

(c) Appropriate governmental action to dispose of surplus cotton stocks and 
to reestablish and maintain traditional export markets for United States cotton 
and eotton textiles. 

(d) In recognition of the fact that the United States textile industry is the 
largest and most dependable outlet for American cotton, seek: (1) action to 
limit imports of textile manufactures into the United States to a reasonable 
amount. to prevent a serious detrimental effect on the United States cotton 
industry ; and, if pessible, this be done with the joint agreement of the interested 
countries, particularly Japan; (2) the proper use of credit and other means to 
help the Japanese textile industry to reestablish its position in its natural and 
historical markets. 

(e) Legislation to improve the balance between supply and demand of various 
gualities of cotton by basing the support level on the average quality of the 
crop and adjusting lean differentials to reflect true market relationships as 
between individual qualities, provided that such action would not have the effect 
of reducing the lean values for cotton for 1956 below the level already authorized 
by law. 

(f) An inerease in Federal and State funds for research which would double 
such appropriations over a 5-year period with cotton sharing in this expanded 
vesearch program on a basis commensurate with its needs, and seek to develop 
a long-range program to finance from private sourees research and promotion 
in amounts adequate to make cotton fully competitive with synthetic fibers and 
other competing materials. 

(g) Legislation which would require the labeling of textile products to show 
«heir true fiber content. 

(h) Oppose any governmental action which would place a maximum limit 
because of size of farm upon any farmer’s participation in, or benefit from, a 
price support program or payment program. 





8 Cotton Trade Journal, October 14, 1955. 
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(4) Oppose the substitution of cotton poundage quotas for marketing quotas 
based on acreage allotments. 

Respectfully request your support for these proposals. 

Wo. Ruea BLAKE, 
Eeecutive Vice President, National Cotton Council. 

Mr. Garuines. The next witness listed is Mr. William F. Sullivan, 
secretary and counsel of the Northern Textile Association and the 
National Association of Cotton Manufacturers. 

Mr. Lanuam. I would like to introduce my statement in the record 
if I may. 

Mr. Gaturines. Yes, we would be glad if you would come tomor- 
row, the day set for Members, and present it to us in person. 

r. Lanna. I am afraid I can’t come tomorrow because of a 
meeting of my subcommittee on appropriations, and we are not meet- 
ing this afternoon. I wanted to bring it over. 

r. Garuineas. If you want to appear, we will be glad to have 
vou now, if Mr. Sullivan doesn’t mind. 

Mr. Suuiivan,. Not at all. 


STATEMENT OF HON. HENDERSON LANHAM, MEMBER OF CONGRESS 
FROM THE SEVENTH DISTRICT OF GEORGIA 


Mr. Lannam. Mr. Chairman, [ am glad of the opportunity of 
testifying before your committee on the general problem of our huge 
surplus of cotton and the plight of our textile mills as well as our 
farmers. I appear not so much to support and urge the passage of 
H. R. 8658 and H. R. 8659, as to think with you about the problem 
imposed by our huge surpluses of cotton and other farm products. 

It seems to me that there are three separate and distinct problems 
involved relative to the cotton surplus. One is the disposition of 
the surplus that is already in existence which the vills you are now 
considering propose to handle by a sale of a large part of this surplus 
on the world market at world market price. 

The second problem is that of preventing the future accumulation 
of such surpluses which involves also the recovery of our export 
market; and the third is the plight of our textile mills and the threat 
of still further depression to them should our cotton be sold on the 
world market. at,a lower price tlian it,is sold to our mills in America. 

Certain is it that we must in some manner dispose of our present 
surplus or at least minimize its effect upon the foreign and domestic 
market price. It seems to me that if 5 million bales of our present 
cotton surplus were set aside as a stockpile just as other strategic 
materials are stockpiled, it would have almost the same effect as the 
direct sale of the same amount of cotton. Or it is possible that. the 
method of disposition provided in these bills would effectively dispose 
of a substantial amount. of the surplus. 

To prevent the accumulation of such surpluses in the future and to 
vecover our world market for cotton, I am coming to believe we should 
adopt the plan suggested by the gentleman from Texas, Mr. Poage, 
which is, in effect, as L understand it, the Brannan plan. I know that 
at the time Mr. Brannan offered the plan to let farm products find their 
price level in a competitive market, both domestic and worldwide 
and to pay the farmer the differenee between the price it brings on 
the market and the established support price, the whole idea. was 
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ridiculed. However, it always did make sense to me, certainly as far 
as it applied to perishables. Frankly, I cannot see any other way to 
guarantee an adequate return to farmers who grow perishable products 
without eventually destroying the entire program. I had not thought 
of it in connection with cotton and other staple commodities but after 
considering it, it seems to me to make good sense also in the field of 
staple nonperishable products. 

By the adoption of this plan, we would have our cotton competing in 
the world market and would, no doubt, thereby regain a large part of 
our export market which is being reduced under the present support 
plan to practically nothing. 

Whatever plan is adopted to dispose of our surplus cotton and other 
surplus farm commodities and lidtevet we do to recapture our ex- 
port market and to prevent the piling up of surpluses in the future, 
we must deal in some way with the t ind problem as mentioned and 
that is, the unfair and cutthroat competition which our entire United 
States textile industry is meeting not only in the world markets but 
in our domestic market. The recent GATT agreement has loosed a 
horde of cotton goods imports upon the American market—cottons 
made by labor paid about one-tenth the wage scale paid in the United 
States. I needn’t dwell on that. I am glad I got to hear Mr. Jack- 
son’s testimony. I know the textile mills in my part of the country 
are terribly worried about the present situation. 

A merchant from Rome, my home city, told me recently that he was 
selling blouses made in Japan, hundreds of them at $1 apiece that. if 
made in America he woule have to sell at $2 and $2.90. He told me 
he was selling literally thousands of umbrellas as made in Japan from 
Japanese cotton cloth. 

understand that the textile industry has come to believe that its 
only salvation is in the imposition of import quotas. I understand 
that the bills now under consideration would require the Secretary of 
Agriculture to impose import quotas in a reasonable amount upon the 
importation of cotton textiles into this country. I am heartily in 
favor of the imposition of these quotas, which is in line with the request 
we made to the President during the last days of the first session of 
the 84th Congress. Failing in this, it seems to me that the textile 
industry should join with other United States industries threatened 
by unfair competition from foreign imports in the support of a bill, 
iL R. 9010, which I have introduced, flexible in its nature and compre- 
hensive so as to protect any industry which meets the standards set 
up in the bill. Of course, I am in favor of this bill and I hope we can 
get it enacted and quotas imposed under your bill if they fail to get 
that done administratively and I have no idea but that they are 
going to fail. It just illustrates to me the folly of the Congress turn- 
ing this matter over to the Chief Executive and then having him turn 
it over to the State Department and now they want us to create another 
international organization to write our tariff laws. 

It seems to me that the defeat of that bill is more important even 
than these bills or any specific efforts we are making to help the farm- 
ers or to help the textile industry. Unless the Congress gets back into 
the hands the duty and the responsibility of regulating foreign trade, 
we are lost. We have gradually given over our rights and duties to the 
Chief Executive, and he has turned it over as I say to the State 
Department, and you see what considerations these folks who really 
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deserve protection are getting from the State Department. It is the 
State Department that is preventing the Department of Agriculture 
from giving them relief under this section 22. 

Now, I hope that we won't let this session of Congress go by without 
either initiating one of these bills or something similar, or that we all 
join together. We are all in the same boat. Not only the textile indus- 
try but many other industries in America. There they are threatened 
in exactly the same fashion. That bill which I have introduced, if 
we fail in the passage of this, we might all get together and get relief 
from it for all our mdustries without really too much disturbing our 
foreign trade. I appreciate the opportunity of presenting that to you 
and I hope I haven’t taken too much time. 

Mr. Garuinos. We appreciate having your statement. 

Mr. Sullivan, would you like to submit this statement and comment 
on it, or would you like to read it? 

Mr. Sutiivan. I would like to read it. 

Mr. Garuines. Very well. 


STATEMENT OF WILLIAM F. SULLIVAN, SECRETARY AND COUNSEL 
OF THE NORTHERN TEXTILE ASSOCIATION AND THE NATIONAL 
ASSOCIATION OF COTTON MANUFACTURERS 


Mr. Sutiivan. My name is William F. Sullivan. I am secretary 
and counsel of the Northern Textile Association and the National 
Association of Cotton Manufacturers, 80 Federal Street, Boston, Mass. 
These associations represent textile manufacturers in the New England 
States. 

Although the New England cotton-textile industry has suffered a 
serious decline during the past generation, there are still in New Eng- 
land mills operating over 3 million cotton spindles. The area has an 
important stake in the welfare of these mills. The textile industry is 
the largest manufacturing employer of labor in New England and is 
of vital importance to its 170,000 employees, as well as their depend- 
ents, and the many thousands of other workers employed in allied 
industries, 

In addition to textile employment, New England also has a large 
apparel industry. Mr. Jackson has covered the ground so well and 
so elegantly that I will not even defer to be repetitious of the many 
arguments and facts which are of great importance to us. 

We appreciate very much the inclusion of this booklet which we 
endorsed in the record. 

I should, however, like to take a few minutes. I have here, Mr. 
Chairman, material from the Tariff Commission showing the break- 
down by yarn groups, imports by yard groups of 1953, 1954, and the 
first 6 months of 1955. This has particular reference to that section 
of the bill in section 2, which instructs the Secretary of Agriculture 
to establish quotas on the ways issue of yarn groups. 

Mr. AserNetHy. Subsection 2. 

Mr. Sutuivan. You have been furnished with information and data 
on the United States cotton textile industry and the problems created 
by the rapidly increasing importation of foreign goods, The infor- 
mation and data submitted by the American Cotton Manufacturers’ 
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Institute is endorsed and supported by us and I shall not. burden the 
record with repetition. 

I should, however, like to emphasize the importance of imports and 
of H. R. 8658 to us, 

New England production of cotton textiles is largely concentrated 
in fine combed goods which is particularly vulnerable to foreign com- 
petition because of the relatively high labor cost in producing, such 
ue This same vulnerability, of course, applies to the fine cotton 
goods mills, two-thirds of which are located in areas other than New 
England. in other words, it is a problem general to the whole indus- 
try, but of particular significance to the New England cotton textile 
mills. 

Examination of the imports of countable cotton cloths since 1953 
shows that cloth with average yarn numbers between 31s and 40s has 
increased from 15 million square yards in 1953 to a rate of 51.4 million 
square yards in 1955 based on the first 9 months, an increase of 241 
percent. Importations in the lower yarn groups, such as 21s and 30s 
and 11s through 20s have increased by a lesser, although substantial 
amount—45 percent and 31 percent respectively. 

Mr. Garuines. Would you like to have these incorporated into the 
record ? 

Mr. Suttivan. I would. 

Mr. Garutnes. Without objection, if they are not too lengthy. 

(The information to be supplied is as follows :) 


United States imports for consumption, countable cotton cloths 


{In square yards] 








} |, . Percent 
Yarn groups j 1953 1955 ! | change, 1955 

| fromr 1953 
1to10___. ; s | 1.058 866 | 1,180, 808 +6.8 
11 to 20... J ‘i ‘ | 12.696 897 | 16,639 200 | +31.0 
21 to 30. _-- | 16,904 619 | 24, 520 320 | +45.0 
3! to 40 | 18 042 874 | 51. 413, 160 | +241. 8 
ORR. 4S cawenkons | 2 318 259 3, 610, 572 | +55. 7 
51 to 60 | 2.507.549 | 2 351, 268 | —6.2 
61 to 70 2, 598,955 | 2, 463, 192 | —§.2 
71 to 80.__.. a8 ag 1, 274,678 | 2, 198, 316 | +72.5 
81 to 90 1,431,129 | = 2. 613, 156 +82. 6 
91 to. 100 eal : : | 4370 867 | . 3 946, 608 —9,7 
101 and finer 4 088.784 | 2,503 812 | —38.8 
| +72. 5 


Total Cae ae | 64, 293,277 | 110 886, 600 


1 Annual rate based on actual imports during Ist 9 months. 
Source: U. 8. Tariff Commission. 


Mr. Sutiivan. With your permission, I should like to incorporate 
a short summary of these figures showing the impact on certain yarn 
groups. 

Mr. Garuines. What is the difference between yarn group 1 to 10 
and yarn group 91 to 100? 

Mr. Suixivan. It is much finer groups. 

Mr. Gatuines, To go into what type of garment ? 

Mr. Suxuivan. Not too many garments into that, but a very fine 
sheer fabric, a lawn, for women’s dresses, would be an example. 

Mr. Garuines. And what is the example of 1 to 10? 
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Mr. Suuzivan. | would like to ask Dr. Brandis. He would be more 
familiar with the type of fabrics in the 1- to 10-yard goods. 

Mr. Branpis. They would be very coarse fabrics, heavy drill fabrics 
probably, as the yarn numbers get higher. You get into the finer 
goods, as it moves up the yarn numbers. 

Mr. Garutines. Have these tables gone into the record ? 

Mr. Sutiivan. That one has not gone into the record. 

Mr. Garuines. Would you like it in? 

Mr. Suuzivan. Yes. 

Mr. Garutines. Enter it into the record, without objection. 

(The information is as follows:) 
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NORTHERN TEXTILE ASSOCIATION 
12 - 20-55 


U.S. IMPORTS 
oF 


COUNTABLE COTTON GLOTHS 
YY AVERAGE YARN NUMBERS 


> 
ENTIRE YEAR OF 1954 


fFource: US Tariff Comnussion 


oCegend 


Printed, dyedor colored 
ed Bleached 
GB Ub leached 


+0 N20 2-30 340 4450 5+60 61-70 780 681-90 9HOO 
YARN GROUPS . 


Mr. Gatruines. Kindly complete the reading of your statement. 

Mr. Suinivan. Yes, sir. 

Another example of the greatly increased concentration on fine 
goods is the astounding increase in the importation of velveteen and 
ginghams. Velveteen imports have increased from 133,000 square 
yards in 1954 to 6.7 million square yards in the first 10 months of 
1955. Imports amount to almost two-thirds of American consump- 
tion. 

New England mills, in common with all American mills, pay wages 
which average almost 10 times as high as those paid to Japanese cot- 
ton textile workers, The average wage in Japan is less than 15 cents 
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an hour, and the average wage in American mills is about $1.42 
per hour. 

I have a short exhibit here based on Bureau of Labor statistics data 
on comparative wages. 

Mr. Garuines. Without objection, that will go in. 

(The information is as foHlows:) 


Textile industry wage data, United States of America and principal textile 
producing countries 


i j 
la hourl | Unived 
: | Gross hourly Tnitec 
Country | earnings ! | States 
exceeds 
France _- idler sen apa lage iihn-apacigwhninudsaii As ee URE as dbicticednie | $0. 428 | 232 
Great Britain ack sgn pi tolls trisctise in Villy: icenhieinds witciinnellesaas Ai nakath -| . 450 | 216 
CI CTO dir enincinic s tencee telinnite distmiianielies tin oben aie aenlc kt ae ‘333 | 326 
I si chen Aagecgenser cases ote ayes A acl pal aok edie aiiailapabiaiantnishicethiliadminieicnt | . 100 1, 320 
RRR SRR <8 PR eR Ee Lee a Nenad . 297 | 378 
BING oder a Sunides oa ncpiacdbehinabhibae sniniguancevabiainaheieatince sini nains dp wins onip one . 135 | 952 
GSerifeeriand................ asain woke SUM CREM I Sicienedis clits owed re. . 529 | 168 
SE WOE GARIIE. 0a ic no vctcbnnsathniace Sami eecaob ach ie dasa iah ele migiet eds RAE Stik ade 





1 Data for foreign countries as of most recent months available in 1955 (except India, Italy, and Switzer- 
land—late 1954). 


Source: Bureau of Labor Statistics, U. 8. Department of Labor. 


Mr. Poacr. Let me ask you—the industry seems to be able to accept 
wages 10 times as high as foreign wages, and I am glad you do, but 
you seem to be unable to accept farm prices any higher, or materially 
higher. But you could not accept farm prices even 25 percent higher 
than foreign prices? How does that happen? 

Mr. Sutuivan. I would not say that we do accept wages higher by 
10 times than foreign wages. It is because our wages are so much 
higher than our foreign competition that we need the protection of 
tariffs and quotas. 

Mr. Poacr. And you are able to do business, paying wages 10 times 
higher than in Japan. I am not asking you to pay twice as much for 
American cotton as Mexican cotton. But if I were to ask you to do 
that, you would say it couldn’t be done. 

Mr. Sunuivan. [ think as Mr. Jackson says, it is the question of 
relative cost to your competitor. 

Mr. Poacr. I understand, but I am talking about the whole in- 
dustry. In the American industry you accept wages approximately 
10 times as high as they pay in Japan. Nobody in American industry 
accepts prices even twice as high as they would pay on the world 
market for cotton. 

Mr. Suttivan, No and they won’t accept prices of finished products 
even a fraction higher than the foreign price of finished products. 

Mr. Poace. I know, but in your prices that are just a few fractions 
of a percent higher than foreign costs you have a wage cost that is 10 
times as high as that in Japan. I realize that you resisted it some- 
what. But basically the industry accepts and says we will live 
under it, don’t you? 

Mr. Sutivan. Yes. 

Mr. Poacr. Basically the industry says we can’t live and pay 10 
times as much as foreign cotton, It doesn’t make up even the part of 
cost that wages does. Does it run 114 to 1? 

Mr. Sutxivan. In finished commodity goods, it is 45 percent labor 
and 45 percent cotton. 
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Mr. Poage. It is about even. All I am getting at is how does it 
happen? I think I know the answer. It might be that labor is 
organized and farmers are not. That is the answer, isn’t it? 

Mr, Sursavan. I don’t know. 

Mr. Poace. Do you know any better answer ? 

Mr. Suruivan. I think the farmer is fair ly effective. 

Mr. Poace. That does not answer my question as to why you accept 
wages 10 times as high and won’t accept farm prices twice as high, 

Mr. Sutxtvan. Insofar as our relation to Japanese or foreign com- 
petition, where the wages are so much lower, we can’t accept that 
competition on a free market basis, because otherwise we would be 
driven out of business, Their costs would be so much lower than ours. 

If they could move into our markets in this country, they would 
take them away. That is why the industry has always had a policy 
of some form of tariff or quota protection. 

Mr. Garuines. Where are you reading? 

Mr. Sutuivan. Page two. 

New England textile manufacturers are in favor of quota limita- 
tions of the imports of cotton textiles and apparel. Attached is a 
resolution unanimously adopted by our members at their annual meet- 
ing on September 29, 1955. Subsequent to this, our members, after 
careful consideration of various legislative proposals, endorse and 
approve H. R. 8658. Nine New England Senators are included 
among the sponsors of S. 2702. 

The New England governors at a meeting of the New England gov- 
ernors’ conference on November 17, 1955, ‘voted to urge Congress to 
adopt quota limitations on the importation of textiles and apparel. 
A copy of their resolution is attached. Last month the New England 
governors’ textile committee which is a quasi-public body with equal 
representation of labor, industry, and public, appointed by our six 
governors met and gave serious consideration to the principles con- 
tained in H. R. 8658. The committee voted to support such legislation. 

I might say that the industry representatives on that committee, 
just as industry representatives in our associations, contain eople 
engaged in the production of synthetics as well as woolens ‘ii wor- 
sted. But they have endorsed the principles of this legislation. 

The committee has also asked Secretary Benson to establish quotas 
under section 22 of the Agricultural Adjustment Act. 

The quota proposed in H. R. 8658 of 150 percent of the average 
annual imports of 1953-54 is liberal, will give to the Japanese a share 
of the American market and the opportunity to earn dollars, and at 
the same time protect the American farmer, laborer, and manufac- 
turer from losses occasioned by unchecked increases in imports of 
cotton goods. 

Mr. Garines. Thank you so much. 

Mr. Sutiivan. You are welcome. 

Representative Thomas Layne, of Massachusetts, whom I saw this 
noon and who works on these problems particularly for us asked me 
to say that he was very much in favor of this and he was sorry he 
could not be here this afternoon. 

Mr. Garnines. I hope he can be with us tomorrow. We will hear 
Members of Congress. We have 2 or 3 more witnesses. 

Mr. John Baker and then Mr. Nelson H. Deat. 
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STATEMENT OF JOHN A. BAKER, COORDINATOR OF LEGISLATIVE 
SERVICE, NATIONAL FARMERS UNION 


Mr. Baxer. For the record, I am John A. Baker, coordinator of 
legislative services, National Farmers Union. 

We appear in general support of the Gathings-Abernethy bill, 
ae amendment we suggest and amended by addition of the Poage 
pill. 

This bill has three major provisions: 

(1) It sets up a national cotton acreage allotment reserve above the 
existing national minimum cotton marketing quota to use to prevent 
the allotment to any family being cut below 4 acres: 

(2) The bill directs the Secretary of Agriculture to sell into inter- 
national trade at competitive prices, cotton owned by the Commodity 
Credit Corporation; and 

(3) The bin prohibits, by means of import quotas, the importation 
of cotton and cotton textiles. 


MINIMUM FAMILY COTTON ALLOTMENT 


No farm family that has been producing cotton should have its 
marketing quota cut below 8 bales, or the equivalent of about 8 acres. 
Under existing law, provision for mimimum family allotments is en- 
tirely discretionary with State ASC committees. This should be 
changed. We urge amendment of the bill to provide that no quota 
be cut if it results in an allotment of less than 8 acres. This is only 
one of many improvements we feel are needed in marketing quota 
legislation. Moreover, we recommend the base period be made 6 years 
instead of 3 years so as to provide, at least partly, a pre-Benson base 
free of sliding-scale distortions, 

Our position on marketing quota legislation is discussed in detail 
in the attached statement, which I ask be made a part of the record 
of your hearing at the close of my oral statement. 


UNITED STATES COTTON FARMERS AT 20 PERCENT PARITY INCOME 


A cardinal principle of National Farmers Union is that cotton- 
producing farm families should be enabled to earn a full-parity in- 
come by their work, property ownership, and management equivalent 
to the average per person income that can be earned by people in 
other walks of life. Owing to their widely recognized weak bargain- 
ing position, cotton farm families cannot earn parity incomes in the 
so-called free national and international markets. 


HOW BRUTAL CAN THEY GET? 


Even in 1952 when farm prices averaged 100 percent of parity price, 
and reduced marketing quotas were not in effect, typical cotton pro- 
ducing family farms earned total net income, including interest on 
investment as well as labor and management income of only $400 per 
yerson in the Southern Piedmont, $600 per person in the Southern 
High Plains, and $750 per person in Midsouth Delta and Texas Black 
Prairie areas. 

By 1955, owing to operation of reduced marketing quotas for cotton 
and application of sliding scale price supports to other commodities 
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produced on cotton farms, per person earnings had dropped to $200 
per, person in the Piedmont, $450 per person in the Texas Black 
Prairie, and $540 per person in the Midsouth Delta. 

The income per person of cotton-producing families in 1955 was 
less than one-fifth of the per person income of the nonfarm popu- 
lation, less than 20 percent of parity income. 


EISENHOWER ADMINISTRATION ENCOURAGES FOREIGN COTTON PRODUCTION 


Under existing laws as administered by the executive branch, the 
deplorably disadvantaged position of cotton farmers can only get 
worse. To maintain even 90 percent of price parity (25 percent of 
income parity), cotton farmers must continue to vote for more and 
more cuts in United States cotton production. Meanwhile, United 
States cotton brokerage firms and others increase cotton acreage on 
corporate farms owned outside the United States. Each time an 
Arkansas farmer cuts an acre, a United States corporation increases 
an acre of cotton in Mexico. 


OOTTON FARM INCOME PROTECTION ESSENTIAL 


Neither United States cotton producers, nor those in other countries, 
can earn adequate incomes if subjected to the cartel-dominated so- 
called free world market. 

Currently, the United States cotton price ?support program is being 
— in a manner to serve as a support program for the entire 
world. 


COST BORNE BY UNITED STATES COTTON FARMERS 


And the cost is being borne by United States cotton producers in 
two ways: First, through progressive dynamic production cuts under 
marketing quotas and, secondly, through use of accumulated stocks by 
a sliding-scale national administration as the political whipping boy 
to destroy the only support program we have. 


BRINK OF WAR NOT ADMITTED 


Knowing now that the Nation has been kept on the brink of war 
for 3 years as a deliberate part of foreign policy, we can understand 
why the Secretary of State has been unwilling to release CCC stocks of 
cotton for use in relief and economic development in other nations. 
However, we do feel that it would have shown a greater degree of 
moral fiber and honesty if this had been publicly stated. Neither the 
Secretary of State nor the Secretary of Agriculture would permit des- 
ignation of cotton carryovers as a strategic and critical materials 
stockpile. Instead the Secretary of Agriculture and the President of 
the United States have officially designated CCC-owned cotton as 
“a plague.” 


RECORD OF NATIONAL FARMERS UNION 


National Farmers Union has strongly urged the negotiation and 
establishment of an International Cotton Agreement, an international 
food and raw materials reserve, enactment of the Special United 
Nations Fund for Economic Development and other measures to regu- 
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larize international trade in cotton and other raw materials. We were 
the original sponsors and now support expansion of the Agricultural 
Trade Development and Assistance Act. We continue to support in- 
crease appropriation for the point 4 program of foreign economic 
assistance. We supported enactment of the Reciprocal Trade Agree- 
ments Act and are urging Senate passage of the customs simplifications 
bill already passed by the House. We continue to urge enactment of 
the trade adjustment aid bills pending before Congress. 


SHOULD USE PRODUCTION PAYMENTS 


We continue to strongly urge the use of production payments in 
workable combinations with price support loans and purchases as 
the means to reconcile domestic farm policy and an intelligent foreign 
economic policy. We welcome the suggestion made recently by Con- 
gressmen Poage and Wilbur Mills, as a preferable solution. 

Our views on these matters are discussed in detail in the attached 
copy of President James G. Patton’s statement on Foreign Economic 
Policy Before the Joint Committee on the Economic Report. I re- 
quest that you include this statement in the record of these hearings, 
following my oral statement. 


EISENHOWER ADMINISTRATION SPURNS INTELLIGENT SUGGESTIONS 


We believe that if all these parts of a comprehensive policy were 
enacted by Congress and faithfully administered by the administra- 
tion, legislation ‘such as that contemplated by the Gathings-Abernethy 
bill would be unnecessary. 

However, the administration continued to be wedded to the Adam 
Smith economics of what I may call “dough-headed free traders.” 
We do not agree with Secretary Benson, who places his aftoenr soca 
for Adam Smith economics in the recent USDA Yearbook on market- 
ing. Both Benson and Adam Smith are wrong when they claim to 
see a benevolent “unseen hand” in the world cotton market that will 
automatically provide a full opportunity for cotton farmers to earn 
adequate incomes. Adam Smith economics never was true. Cer- 


tainly the college-trained Secretary of Agriculture knows it is not true 
today. 


EISENHOWER ADMINISTRATION OPPOSED COTTON AGREEMENT 


This administration sent its delegate to the International Cotton 
Conference to oppose the proposed International Cotton Agreement. 
The administration has thrown the weight of its influence against the 
proposed International Food and Raw Materials Reserve. The ad- 
ministration has characterized production payments, except for wool 
and sugar as “moral bankruptcy.” It has refused to move cotton 
aggressively under the Agricultural Trade Development and Assist- 
ance Act. It has sought progressive cuts in point 4 aid for foreign 
industrial development and farmland reforms. The administration 
continues to oppose enactment of the trade adjustments aid proposals. 

Meanwhile, they are using accumulated stocks of cotton for the 
excuse for additional cuts under marketing quotas and are — 
for a 30 percent further cut below existing cotton allotments in part 
of the recommended soil bank. 
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SHALL 4 MILLION COTTON PRODUCERS BE SACRIFICED ? 


We in National Farmers Union cannot sit idly by and see United 
States cotton farmers sacrificed to the false icons of the administra- 
tion’s stubborn adherence to an outmoded and disastrous economic 
PRONE 

We should prefer to see cotton farmers’ income protected at the 
parity level by straightforward intelligent means that makes sense in- 
ternationally as well as domestically. We have tried to convince Con- 
gress and the administration to do so. The administration has flatly 
refused to use authority they already have from Congress and under 
the Constitution to initiate major parts of such a comprehensive policy. 

Under these circumstances, and in view of our feeling of respon- 
sibility to the good farm families who produce cotton, we have no 
alternative than to urge the enactment of this bill to require the 
Secretary of Agriculture to sell CCC stocks of cotton into the world 
market at competitive prices. We hope the administration would 
not do this in a manner that will injure cotton-producing family 
farmers in other lands. 

If the administration insists upon its continued opposition to pro- 
tecting farm income by means of cotton-production payments, then 
having taken step 1, we must take step 2, to prevent the reimporta- 
tion of American grown cotton back into the United States at less 
than the supported domestic price. 

To a very large extent, the combined cotton price support loan 
and compliance program proposed in the Poage-Mills bill carries 
cut a long-standing recommendation of National Farmers Union. 
We appear in general support of this proposal. Our long-stand- 
ing recommendation has been that the returns to farmers for the fam- 
ily-farm production of all farm commodities should be protected at 
100 percent of a fair parity income level by means of workable com- 
binations of production payments and price-supporting loans, pur- 
chase agreements, and purchases for the different commodities. 

We welcome the proposals of Congressmen Poage and Mills as a 
very large step in the right direction. National Farmers Union con- 
tinues to support extension of the Sugar Act. The Poage-Mills 
bill would extend Sugar Act principles to application to cotton. 

We feel that the Poage-Mills proposal is one of the most refresh- 
ing moves to develop a workable program to protect family-farm in- 
come that has come along in a long time. We commend the authors 
for taking the initiative in developing and introducing the bill. We 
commend your subcommittee for taking testimony on the bill at this 
time. 

We urge that the Poage-Mills bill be included as an amendment to 
the Gathings-Abernethy bill and that the combination be enacted 
by the Congress without delay. If this procedure does not appear 
to be feasible, we urge that your subcommittee favorably report both 
of them separately and favorably. 

A detailed discussion of National Farmers Union recommended 
full parity family farm income protection program is presented in 
the attached legislative analysis memorandum. I request that you 
include this attachment in the record of these hearings. 

Mr. Garuines. Would you like this incorporated first ? 

Mr. Baxer. Yes. 
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Mr. Garurnes. Without objection, it is so ordered. 
(The information is as follows:) 


AGRICULTURAL NEEDS AND FOREIGN ECONOMIc POLiIcy 


Oral statement of James G. Patton, president, National Farmers Union, before 
Subcommittee on Foreign Economic Policy of the Joint Congressional Com- 


inittee on the Economic Report, November 14, 1955 


Sliding-scale economic policies as applied are endangering the peace and driving 
down farm-family incomes. Unwarranted sliding-scale cuts in United States 
economie assistance to other democratic nations have dangerously slowed down 
free world economic development and reduced United States farm exports. 
Domination of foreign and domestic economic policy by sliding-scale advocates 
is turning control of economic affairs over to domestic monopolies and inter- 
national cartels. Domestic prices of farm-produced commodities have been 
driven down. Efforts to bring about establishment of negotiated agencies of 
economic development and trade expansion, with exception of the Reciprocal 
Trade Agreements Act and the International Wheat and Sugar Agreements 
have been rebuffed by the administration. As a result poverty-stricken people 
outside the Iron Curtain have received less rather than more encouragement 
to promote democratic free enterprise. Less rather than more has been done 
to eliminate poverty as a fertile seedbed for expanding Soviet imperialism. 
Moreover, falling United States farm exports caused by sliding scale foreign 
economic policy have been coupled with sliding scale domestic farm income- 
protection policies to drive down farm-family income in 1955 by more than 
one-fourth since 1952. 

National Farmers Union urges the complete reversal of these defective sliding- 
scale policies in foreign and domestic economic policy. There was no good 
reason why this Nation needed to have the recession of 1954. There is no good 
reason why the farmers of this country should now be experiencing a continued 
fall in income and purchasing power. There is no good reason why bicycle and 
watch tariffs should have been raised. There is no good reason why the perma- 
nent peace of the world should be endangered by the continued refusal of the 
United States Government to participate fully in programs of cooperative 
international free world economic growth and price stabilization. 

To reverse the current adverse trends in foreign economic policy, National 
Farmers Union proposes the following actions: 

1. Participation of the United States in establishment of a Free World 
Economic Development Agency of the type proposed as the United Nations 
Special Fund for Economie Development (SUNFED). What is needed is a 
vast expansion of the type of work done by the Export-Import Bank, World 
Bank, and the World Monetary Fund, with greater emphasis on economic growth 
and less upon short-term repayment ability. 

2. United States appropriations of economic and technical assistance to other 
democratic nations and for cultural exchange, such as the Fulbright program 
should be greatly expanded with as much as feasible of such aid extended through 
the instrumentalities of the United Nations and the specialized agencies such 
as Food and Agriculture Organization. 

3. Expand the authorizations of the Reciprocal Trade Agreements Act and 
encourage the executive branch to use them more fully. 

4. Enactment of customs simplification law. 

5. Establishment of a trade adjustments aid program to alleviate hardship 
of United States workers, industries, farmers, and communities injured by tariff 
and import restriction reductions, including income protection for family farm 
volume by means of production payments primarily, at 100 percent of parity 
for producers of farm commodities that compete with imports. 

6. Renewal and improvement of International Wheat and Sugar Agreements 
and negotiation of other such agreements for all commodities that enter impor- 
tantly into international trade. 

7. Negotiation and establishment of an international food and raw materials 
reserve or world food bank. 

We are convinced that if existing sliding scale foreign economic policy were 
reversed to move in the directions indicated this would in itself further the 
prospects of peace as well as increase the demand for United States farm products. 
We are convinced that such foreign economic policies are a basic part of 
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an intelligent and desirable full parity family-farm income-protection program 
that should also include : 
I. Fair trade for farmers: 

A. Enactment of mandatory farm-income protection for family-farm pro- 
duction of all commodities at 100 percent of a fair parity, using 
production payments in workable combinations with price-support- 
ing purchase agreements, loans, and purchases. 

B. Revitalize and expand Federal crop-insurance program. 

II. Expanding human use and demand for farm commodities : 

A. Expanding full employment economy. 

B. National food allotment or stamp plan. 

C. Expand school-lunch program to all schools. 

D. Federal financing of 2 half pints of milk per schoolchild per day. 

E. Credit program to encourage improvement of terminal markets for 
perishable farm commodities. 

F. Better terminal market inspection of perishables. 

G. Provide more nearly adequate nutrition standards for public institu- 
tions. 

11I. Keeping supply marketed in balance with augmented demand : 

A. Establish conservation acreage reserve. 

B. Revise and extend marketing quotas. 

C. Marketing agreements and orders. 

IV. Establishment of a “yardstick” family-farm loan agency. 


Fou. Pariry Famiry Farm INCOME Protection ProgkRaM—A UNITED STaTEs 
Farm, Foon, anp Finer Poticy THat MAKES INTERNATIONAL Goop SENSE 


Statement of James G. Patton, president, National Farmers Union, before Sub- 
committee on Foreign Economic Policy of the Joint Congressional Committee 
on the Economie Report, November 14, 1955 


The existing sliding scale farm price support philosophy and law of the 
Federal Government seriously interferes with the conduct of an intelligent and 
desirable foreign economic policy. Moreover, the existing foreign economic 
policy of our Nation is neither as intelligent nor as effective as it ought to be 
and could be if less offiical solicitude were spent to preserve vast monopolist 
international cartels and more concern were exercised for the coordinated eco- 
nomic development of democratic nations in the interests of all their citizens 


FARMERS HAVE DIRECT INTEREST IN FOREIGN ECONOMIC POLICY 


National Farmers Union is a member of the International Federation of Agri- 
cultural Producers or organization made up of national farm organizations of 
many countries of the free world. As president of National Farmers Union of 
the United States, I am vice president and a member of the executive committee 
of that organization. IFAP, for all of its 10 years, has taken an active interest 
in improved farm life and increased consumer purchasing power throughout 
the free world in an expanding free economy. 

For many years, also, as president of National Farmers Union, I was a 
member of the public advisory boards of Economic Cooperation Administration, 
Mutual Security Administration, and Foreign Operations Administration. 
National Farmers Union members have served as members of United States dele- 
gations to all of the early meetings leading up to the establishment of Food and 
Agriculture Organization and of the United Nations and many of their subsequent 
meetings. 

As a result of this intimate participation in these programs we in National 
Farmers Union have gained and maintained an active and informal interest in 
all phases of United States foreign economic policy, trade policies as well as 
programs of technical assistance and economic development. State and national 
officials and staff members of Farmers Union have played active roles in the 
development and conduct of our Nation’s foreign trade policies and programs of 
technical assistance and foreign economic development. 

Our participation in these affairs has been grounded upon the direct and mani- 
fest interest in them on the part of Farmers Union members and farmers gen- 
erally, both as citizens and as farmers. 








198 COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 


FARMERS’ INTEREST IN FOREIGN AFFAIRS 


Farmers’ basic interest in foreign affairs, economic and political, is grounded 
upon their deep-seated desire for peace. Farmers are convinced that a perma- 
nent peace will be easier of attainment in a world where living standards are 
rising, where economic growth rather than stagnation gives a basis for hope to 
replace the feeling of hopelessness generated by generations of chronic poverty. 

Farmers everywhere including American farmers, also, deeply feel the 
Biblical injunction to “love thy neighbor.” American farmers want farmers all 
over the world and people generally to enjoy and be able to earn a better life 
and better living. 

Moreover, American farmers know that they themselves can earn better livings 
if people in other nations can earn the purchasing power required to buy the 
commodities we produce. And it is good sense for us to buy from other nations 
the things they can produce to a better advantage than we can. Farmers in 
America are benefited by economic growth in other democratic nations as well as 
in our own. 

For those reasons, National Farmers Union has strongly supported all United 
States efforts to promote, encourage, facilitate, and assist economic development 
and growth in the democratic nations of the world. 


NEED A DEMOCRATIC WORLD ECONOMIC UNION 


We have said that we are convinced that these aims could best be obtained by 
the early establishment of a Demorcatic World Economic Union, composed of 
nations that would subscribe to the kinds of democratic rights and privileges set 
forth in the United States Constitution and Bill of Rights. Such an economic 
union of democratic nations, we feel, could develop and operate the economic 
development and trade promotion programs that would contribute most to a 
rapid integration and growth of free world economies. 

Until such time as a Democratic World Economic Union can be established 
and put into operation, we are convinced that the policies of the United States, 
operating through foreign economic agencies and the United Nations and the 
specialized agencies, such as Food and Agricultural Organization, should be 
adapted to coincide as nearly as possible with the kind of economic program 
for the free world as would be adopted by its representative governing body 
if such an economic union were in existence. 

We feel that the largest possible proportion of our foreign economic programs 
should be implemented through agencies of the United Nations. Further, we 
are convinced that those parts of these programs that cannot under current condi- 
tions be best administered through the U. N. should be carried out as fully as 
possible through the voluntary private foreing relief organizations such as 
CARE, registered for that purpose with Foreign Operations Administration 
This has two advantages, we feel. First, it helps overcome the appearance, 
as well as the actuality, of economic imperialism. Second, we are convinced 
that we can be more fully assured that the people in other nations who need 
our economic help most will be mode likely to receive it if such programs are 
administered through private relief organizations than by government-to- 
government procedures. 

WHY COMMUNISM WILL FAIL 


We should like to invite the attention of the committee members to an article 
in the February 1955 issue of Harpers magazine entitled “Why Communism 
May Fail.” The essence of the article is that the Soviet system is most likely 
to break up because it refuses to recognize the facts of life about family farming. 
This fact provides a great challenge to America, both domestically and in our 
foreign economic programs. To quote the author of the article, “Perhaps the 
most dangerous enemy of communism is the stoic, passive peasant in Eastern 
Germany, Poland, the Soviet Union itself, China, and Northern Vietnam * * *. 
The passive figure of the peasant, trapped in totalitarianism, is joined as a 
potential mortal enemy of communism by the farmers of the free world—notably 
in the underdeveloped areas and perhaps most notably, at the moment, by the 
awakening of the Indian peasant.” 


UNITED STATES SHOULD PLACE EMPHASIS ON AGRICULTURAL LAND REFORM 


This challenge has been the basis of the deep interest and strong efforts of 
National Farmers Union to insist that a central part of United States foreign 
economic programs should be to promote agricultural land reform in all its 
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phases—secure land tenure, adequate farm protection inceme programs, devel- 
opment of farmers’ purchasing, marketing, and service cooperatives, adequate 
family farm credit facilities, organization and growth of free farm organizations, 
and the like. 

The desire of the agricultural producers of the world to become substantial 
family farmers with secure tenure and decent incomes can be a strong. moving 
force for expansion of democracy and the basis for a secure peace. 

We feel that agricultural land reform has never been given the important 
place it deserves in our foreign policy. Further, we feel that emphasis upon it 
has been reduced markedly in the last 3 years. We look on this lessening of 
emphasis upon agricultural land reform as an adverse and dangerous develop- 
ment in United States foreign economic policy. 

We urge your committee to make a special study of this matter to determine 
the extent to which adequate emphasis is being given to the promising avenues 
of approach to this problem of giving farmers a strong stake in their land and 
their national survival. 

If time permitted, we would cite in detail the examples where successful 
United States assisted agricultural land reforms have had most desirable re- 
sults. To mention a few: South Korea, Japan, Lran, the Philippines. We think 
that subsequent events have proved the tragic blunder that the United States 
made in failing to follow a similar policy in Egypt: 

We were deeply concerned that world reaction to the firing of the United 
States agricultural attaché to Japan, who was so vitally associated with the 
MacArthur land reform in Japan, would be interpreted as a turning away by 
our Government from agricultural land reform. Subsequent occurrences have 
not fully removed the danger. 

WHICH WAY? 


In exercise of its economic world leadership, the United States can take either 
of two routes: the road to scarcity or the road to abundance. 

Faced with the problems of tariffs, low productivity, dollar shortages, em- 
hbargoes, and other problems restricting sale of United States farm products in 
other countries, the United States can take the road of abundance or the road 
of scarcity. 

There are two kinds of scarcity roads: 

1. Keonomie isolation or go it alone, and 
2. Exclusive reliance upon cartel-dominated “free trade”. 


THE “GO IT ALONE” ROAD TO SCARCITY AND CHAOS 


The United States can go it alone. American markets for American goods. 
Hold out competing imports: give up foreign markets for United States pro- 
duction, 

The United States farmer would have to shift 50 million acres now producing 
wheat, cotton, tobacco, rice, corn, soybeans, apples, and other commodities into 
production of something else that could be sold in the United States. 

A large segment of United States industrial production would have to shut 
down, lay off workers, reduce consumer demand in the United States for farm 
commodities for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers’ cost of living would 
rise owing to our not being able to buy imported goods. 

The entire free world, including United States, production and living standards 
would be reduced. “Stomach communism” in many areas of the world would 
he promoted. <A “Fortress America” would become inevitable. 

If we want this, if we want to “go it alone,” it can be done with preclusive 
protective embargoes and tariffs against imports; expansion of “buy American” 
policies ; refusal to support United States and FAO; and stopping United States 
economie aid to nations of the free world. 


THE CARTEL-DOMINATED ROAD TO SCARCITY AND CHAOS 


The other road to scarcity is to rely exclusively upon cartel-dominated, so- 
called free international trade. 

We can do this by repealing our tariffs, abolishing our embargoes against com- 
peting imports, such as sugar, wool, feed grains, barley, and dairy products; 
stopping United States economic aid to other countries; abolishing the United 
States Export-Import Bank, the International Wheat Agreement, pulling out of 
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World Bank and International Monetary Fund, refuse to implement reciprocal 
trade agreement, repeal section 22, and the escape clause. 

International trade would then be dominated by international private cartels— 
huge international trade monopolies. Only the farmers and other raw-material 
producers of the world would fully “enjoy” the fruits of “competition.” 

Foreign countries could not be expected to greatly reduce their government 
restrictions on trade and currency exchanges. United States producers would 
be “set free” in an administered-price market dominated by foreign government 
regulations and international private cartels. Selling prices received by United 
States producers would be uncertain and artificially low. Buying prices paid 
by United States consumers would be uncertain and artificially high. 

The “world price” of farm commodities and other raw materials such as tin, 
rubber, and iron ore, would fluctuate greatly from month to month and year to 
year. This would discourage productive investments and retard free world 
economic expansion. 

Neither of these scarcity roads is the right road. 


ROAD TO ABUNDANCE AND PEACE 


The road to abundance is through negotiated international regulation of 
expanded international exchange of materials—greater international economic 
cooperation and coordination, preferably through international agreements and 
agencies comprised of many nations. 

These include negotiation and establishment of (1) a World Economic Devel- 
opment Agency; (2) additional international commodity agreement such as the 
International Wheat Agreement for each and every raw material that enters 
importantly into international trade; (3) renewal of reciprocal trade agreement ; 
(4) ratification of an international trade agency truly consistent with these 
principles; and (5) the proposed international food and raw materials reserve. 

If these things are done, this would— 

(a) Encourage investments; 

(b) Stabilize markets ; 

(c) Promote increased production in all countries; 

(d) Reduce, and ultimately eliminate, famines, chronic undernutrition, 
low living standards; and 

(e) Make possible the use of abundant food supplies to aid in establish- 
ment in the lesser developed area of the world a system of public school for 
every child. 

Serious gaps now exist in present United States laws and international agree- 
ments. 

There is no provision for international handling of interrelated financial and 
commodity market problems. 

Thus, the United States with 7 percent of world’s people, 30 percent of world’s 
resources, but 74 percent of world’s manufacturing output is using up resources 
very rapidly and does not have a stabilized source of supply. 

While, raw materials producing nations are still subject to wild “ups and 
downs” in world raw materials markets and monetary exchanges. 

It is our considered and mature opinion that these gaps must be closed. We 
are convinced they can be closed to the great benefit both of the United States and 
all the other democratic free nations of the world. We are also convinced that 
this is the only type of foreign economy that is consistent with an expanding 
full employment domestic economy, with the attainment of the needs and aspira- 
tions of United States family farmers, and most conducive to national security. 


SLIDING SCALE FARM PROGRAM A HANDICAP 


The sliding scale farm price and income policy now being operated by the 
Federal Government is a detriment and a handicap t’ an intelligent and effective 
foreign economic policy, Exclusive reliance for farm income protection on 
market price propping not only serves as an artificial suction to draw in unneeded 
imports and thus invites and requires the imposition of tariffs and import quotas. 
The exclusive use of market price propping of sliding scale farm price supports 
may also build up in Government ownership a stock of commodities beyond the 
need for an adequate national safety reserve. When this happens and such 
stocks are put into a special set-aside as has been done, for special foreign dispo- 
sition of the dumping variety instead of being insulated as should have been done, 
these stocks become a burden on and threat to trade and economic development all 
over the free world. 
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We are convinced that our domestic farm income protection program can and 
should be made fully consistent with the internationally planned abundance 
type of foreign economic policy. 

The full parity family farm income protection program, the adoption of which 
is urged by National Farmers Union, is of this nature. 


FULL PARITY FAMILY FARM INCOME PROTECTION PROGRAM 


The following is a brief outline of the major phases of the full parity family 
farm income protection program that we feel is fully consistent with a desirable 
foreign economic policy. 


I. Fair trade for farmers: 

A. Enactment of mandatory income protection for family farm produc- 
tion of all farm commodities at 100 percent of a fair parity, using 
production payment as well as loans, purchase agreements and 
purchases as methods of support. 

B. Revitalize and expand Federal crop insurance program. 

II. Expanding human use and demand for farm commodities: 

A. Domestic consumption expansion. 

B. Expanded exports. 

III. Keeping supply marketing in balance with augmented demand: 

A. Establish conservation acreage reserve. 

B. Revise and extend marketing quotas. 

C. Marketing agreements and orders. 

IV. Establishment of a “yardstick’’ family farm loan agency. 
Fair trade for farmers 

Almost all family farms today are commercial farms. They must buy a very 
large part of the machinery, and supplies used for farm operation and for modern 
family living, about 89 percent, as an average. They sell a very large part of what 
they produce, averaging over 90 percent. The terms they trade on makes a big 
difference in the standard of living the family is able to earn. 

The prices of things that farmers buy, both production and family living items, 
are retail prices like the prices all consumers pay. These retail prices, and the 
wholesale prices behind them, are administered prices—prices set by manufac- 
turers, money-market bankers, railroad companies, and others, on the basis of 
their ability to withhold supply to maintain the set price. Experience has shown 
that these prices paid by farmers and consumers rise fast enough in periods of 
inflation. However, experience has also shown that the prices paid by farmers 
for things and services they must buy from nonfarmers do not drop very much 
even in periods of economic stagnation. This is because manufacturers and the 
others protected by tariffs and corporation laws and Government commissions, 
can hold down production and maintain price partly because of the small 
number of firms in each industry. They can do so profitably because overhead 
fixed costs are a small proportion of total costs thus enabling them to make large 
cuts in costs as a result of reduced production. 

On the other hand, there are about 34) million farmers selling in competition 
with each other. None of them controls a significantly large enough share of 
the total market to raise prices received by withholding supplies from the market. 
Nor have they been able successfully to band together voluntarily to do so. 
Moreover, unlike the industrialist, a farmer’s fixed costs are a very high pro- 
portion of the total costs. He cannot reduce costs much by curtailing production. 
Operating alone the only out for the individual farmer is to produce more as long 
as he can to raise gross income by increasing volume of sales. In competing with 
each other to do so in the past year by obtaining more land, farmers have bid 
up land values in the face of falling income. The increased supply resulting 
from 3 million farmers each doing this causes a very large drop in prices 
received by farmers. The nature of demand for food and clothing is such that 
a small percentage increase in supply or decrease in demand will cause a six- 
times greater percentage drop in prices received by farmers. 

Coupled with these adverse terms of trade for farmers is the tendency for 
improved farm technology to cause farm production to increase faster than popu- 
lation and improving diets even if special governmental consumption-expanding 
measures are put into effect. 

The net result of farmers’ adverse terms of trade is chronic farm economic 
depression when farmers are not protected from the forces of the so-called free 
market. The indication of recent history is that even in a relatively full employ- 
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ment economy farm family incomes will drop continuously about 5 percent per 
year in the absence of fully adequate specific governmental farm income pro- 
tection programs. This drop will continue until such time as farm families 
exhaust a substantial portion of their assets and net worth, until they are living 
in utter poverty and have worn out their capital equipment and exhausted their 
soil and water resources. History as well as current statistical estimates 
indicate the bottom of the free market sliding scale is a parity ratio somewhere 
between 50 and 60 percent of parity. 

Experience has shown the only solid protection available to even up farmer 
bargaining power and the only way that farmers can obtain fair terms of trade 
is to make use of programs of the Federal Government— 

To increase demand and markets through direct action programs ; 

To establish farm parity income program to protect farm income against 
adverse terms of trade; and 

To enable farmers to keep the volume of marketed farm products in 
reasonable balance with augmented demand, 


Income protection for farmers 

National Farmers Union continues to urge the enactment of laws requiring the 
Government to use production payments and price-support loans, purchase agree- 
ments and purchases in workable combinations to maintain the returns per unit 
of commodity of the family farm production of all farm-produced commodities 
at 100 percent of a fair parity. 

Parity.—Parity for any farm commodity should be figured as the return per 
unit of the commodity that would give farm families who produce it an oppor- 
tunity to earn the equivalent income and purchasing power that can be earned 
by people in other occupations in an expanding full-employment economy. 

Family farm volume protected.—Individual farm family would be eligible to 
obtain payments and price support protection on their sales only up to the maxi- 
mum size of a family farm. 

Methods of support.—Price-supporting Government purchases of commodities 
would be used only where required to relieve temporary seasonal market gluts 
and where either the commodity can be economically stored from year to year 
or where noncommercial outlets are in sight for the commodities purchased. 
Price supporting purchase agreements and nonrecourse price-support loans would 
be used to even out seasonal patterns in prices, prevent gluts at harvest time, 
and to maintain orderly marketing and market stability. Price-supporting Goy- 
ernment purchases would also be used where needed to develop and maintain the 
Nation’s safety-reserve, strategic stockpile or ever-normal storehouse of food and 
fiber commodities. But primary reliance for farm income support would be 
placed upon use of compensatory production payments direct to farmers to make 
up the margin by which market prices received by producers of that commodity 
were below the parity level for that commodity. 

Crop and livestock insurance.—Farm commodity income support programs 
protect against unfair economic hazards resulting from their weak bargaining 
power in the market. They do not help at all in case the crop is a failure because 
of drought, flood, insects, or other natural disaster or there are livestock losses 
from natural causes. 

To fill this need, National Farmers Union urged adoption and rapid expansion 
of the Federal crop insurance program. Its provisions should be expanded to 
farm livestock. The fundamental idea of this program is that Americans never 
do sit idly by as their neighbors in another part of the country are subjected to 
great loss and destruction due to natural causes. Billions of dollars of relief 
funds in past years have been expended to overcome the suffering due to drought 
and such after they happened. The idea of crop insurance is that the people in 
the Nation by paying the administrative and experimental costs of such a 
program enable farmers through the annual payment of premiums to insure 
themselves against the income loss due to natural hazards, and thus reduce 
the future need for special disaster-relief expenditures. 


Expanding full employment economy 

National Farmers Union was one of the original sponsors of the Employment 
Act of 1946. We are convinced the domestic market demand for farm products 
resulting from increasing farm productivity can be maintained only in an ex- 
panding full employment economy. The economic history of the Nation shows 
that over the 45 years, for which statistical data are available, farm-family 
incomes fall in any year when the total national economy grows by less than 
10 percent above the previous year. Except in years when total national eco- 
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nomic growth is 10 percent or more per year, the terms of trade are against 
farmers for the reasons discussed in the previous section. 

Therefore, National Farmers Union continues to support all policies and pro- 
grams such as: Interest rate reduction; increased personal income-tax exemp- 
tions, expanded school, hospital, highways, hydroelectric and irrigation dam 
construction, and other public works; higher minimum wages; more nearly 
adequate social security protection for unemployed, disabled, and retired citi- 
zens; and protection of rights of organization and collective bargaining of those 
who work for employers. 

With a national annual economic growth rate of about 6 percent, industrial 
unemployment would be reduced to a fractional minimum and consumers pur- 
chasing power for farm and other products would be at a maximum consistent 
with a stabilized price level. This would mean that increasing demand for farm 
products would lack only about 1 percent per year in keeping up with increasing 
farm productivity and net farm income would drop only 3 percent per year. 
Recognizing that economic growth as rapid as 10 percent a year might bring 
inflation yet knowing that a slower growth rate means falling farm income, Na- 
tional Farmers Union continues to urge adoption of special governmental con- 
sumption-expanding programs and a fully adequate farm income-protection 
program as well as maintenance of a national economic growth rate of 6 percent 
per year. 


Expanding domestic consumption and market demand 


Effective advertising and merchandising of farm-produced commodities are 
of some value in expanding domestic markets for farm products. But they can- 
not be relied up to bring about any very large expansion in the total United 
States demand for all food and fiber. The Nation’s leading economists are agreed 
that the only way to very greatly increase consumer demand for food and fiber 
is through increased purchasing power of groups of consumers that do not now 
have sufficient buying power to buy the food and clothing they need and want. 

Special consumption expanding programs.—The largest untapped market for 
farm products is made up of the unemployed, the dependent widows and children, 
permanently handicapped, and disabled, the aged, and other low income consum- 
ers, These people, with incomes from private and Governmental sources of less 
than $1,000 per person per year, simply do not have enough purchasing power 
to maintain all the needs of life and still spend as much for food and clothing 
as they want and ned for adequate standards. These people want to buy more. 
They will accept commodities provided through direct Government distribution, 
but they would prefer to be able to buy them at regular stores like anybody else. 

To make this possible, and bring about a vast increase in United States con- 
sumption of food commodities, National Farmers Union continues to urge— 

Adoption of a nationwide food allotment stamp plan ; 

Expansion to all schools of the national school lunch program now serving 
less than one-third of the schools; 

Improvement and expansion of the fluid milk for school children program 
to provide free at least 2 half-pints of milk per child per day and pay local 
school district administrative costs; 

Adoption of improved Federal standards and inspection of perishable farm 
commodities in terminal, as well as shipping, markets with adequate Federal 
financing ; 

Adequate nutrition standards for the Armed Forces and veterans hospitals. 
penal institutions, hospitals, and other public and private nonprofit agencies 
by means of commodity donation or food subsidies ; and 

Adoption of a credit program to encourage modernization and improve- 
ment of perishable farm commodity terminal markets. 

Adequately financed, the programs listed on the preceding page would keep 
consumer demand in a full employment economy increasing as rapidly in the 
next few years as farm production. 


Expanding foreign consumption and market demand for United States farm 
commodities 


Many United States produced farm commodities, up to 10 percent of total 
production, must in normal years find a market outside our national boundaries. 
This market can and should be expanded. Additional agricultural attachés and 
improved advertising and merchandising will help some. But just as in the case 
of the domestic market, the really big increases in market demand for United 
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States produced farm commodities can come only from increased purchasing 
power in foreign countries, or from United States Government purchases designed 
for foreign shipment. We are convinced that this total can be raised from the 
current annual export sales of about $3 billion to at least $4.5 billion by the 
combined and coordinated use by our Nation of the following (and we will be 
protecting our farmers at the same time, by intelligent methods, rather than 
restrictive ones, against the ill effects of imports that compete with United 
States farm products) : 

Negotiation and establishment of additional international commodity agree- 
ments for all raw materials that enter importantly into international trade, 
similar to the international wheat agreement, which will bring into agree- 
ment all of the importing nations as well as all of the exporting nations for 
each commodity : 

Negotiation and establishment of an international food and raw materials 
reserve or clearinghouse, to stabilize supplies, relieve famines, and stabilize 
prices of all food and other raw material commodities that enter impor- 
tantly in international trade; 

Expand the authorizations of the Agricultural Trade Development and 
Assistance Act to provide for $1.3 billion per year of donations and sales for 
soft currencies of United States farm commodities instead of the $600 million 
per year now authorized and expand the purposes for which donated com- 
modities and loans of soft currency may be used to include establishment 
and operation of systems of universal free general and vocational education 
in nations of the free world where such do not now exist ; 

Continuation and intelligent expansion of the point 4 program of United 
States aid to economic development of other free nations in a way that will 
increase coordinated economic growth of the nations of the free world; 

Continuation of the reciprocal trade agreements providing for worldwide 
tariff reductions and customs simplification ; 

Inauguration of full parity compensatory production payment methods as 
primary reliance in supporting farmers returns on farm commodities some 
of the supply of which are either imported or exported, as part of a nation- 
wide program of trade adjustment aids to United States industries, com- 
munities, workers and farmers injured by tariff reductions and elimination 
of import quotas. 


International Food and Raw Materials Reserve 


Probably the most persistent, most disturbing, and most perplexing of modern 
economic problems is the human suffering and relative stagnation enforced upon 
producers of raw materials by the extreme ups and downs in the prices of raw 
materials and consequently in their realized and expected incomes. The problem 
is serious in ali the more highly developed nations. It is even more seriously 
present and damaging in the lesser developed nations, 

Wide swings in raw-material prices present prospective investors in raw-mate- 
rial development, whether persons, firms, or states, with a very large range of 
variation in expectations as to returns that can be earned by opening up and 
developing an augmented raw-material supply. This condition is one of great 
risks where at any moment not only micht part of the investment be rendered 
valueless but earnable returns may even fail to cover day-to-day operating costs 
and the entire enterprise will have to be shut down with attendant loss of income 
and human suffering. 

Faced with such great uncertainty in expectations both States and individuals 
are hesitant to open up or expand enterprises that are currently profitable but 
which may at any time dip drastically below the break-even line through no fault 
of the enterprise management itself, The multiplication of this kind of situation 
throughout farming and all other raw-material industries puts a very severe 
damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw-material industries not only 
reduces the supply of: such materials to meet human needs and to fuel manufac- 
turing and other secondary industries, it also holds down the purchasing power 
of persons and firms on the raw-materials sector and thus cuts down on sales, 
scale of operation, and consequently of income and purchasing power of the 
industrial and service segments of the economy. Consequently, the entire econ- 
omy idles along at a lower rate of production and expansion than should or needs 
to be the case. In the more highly industrialized nations the symptoms are seen 
in chronically depressed industries like farming and coal mining in the United 
States. Among the lesser industrialized nations, a drop in raw-material prices 
ean bring an entire nation dangerously close to bankruptcy and can directly cause 
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a widespread drop in personal income and standards of living of the entire 
population. 

lt is only natural that the economic segments and nations involved in these 
debilitating circumstances would take evasion and protective action just as an 
intelligent bomber pilot takes evasive action from destructive antiaircraft fire. 

Such protective or evasive action when.taken unilaterally by different nations 
help to solve the problems caused by fluctuating raw-material prices only at the 
cost of reducing the magnitude of international exchange of commodities and 
thus results in the loss by each and all nations of the advantages of specialization. 
Everybody in all nations has less real income and a lower standard of living 
than they might otherwise be able to attain. 

Through the administrative machinery of an International Food and Raw 
Materials Reserve, the stabilized prices of each different raw material that enters 
importantly into international trade would be negotiated and agreed upon. The 
reserve would thereafter stand ready at all times to buy any raw-material com- 
modity offered it at the agreed-upon stabilized price and would stand ready to sell 
such commodities at the agreed-upon stabilized price. 

The industry of advanced nations is chewing up basic resources at a tremen- 
dous and rising rate. For example, the United States, which has 7 percent of the 
world’s population and 30 percent of the world’s natural resources, accounts for 
70 percent of the world’s manufactured goods. The United States is using up its 
resources base at a very rapid rate and very much faster than the rest of the 
world. To be secure in our rising living standards and to retain the resource 
base for an expanding economy, we must assure ourselves a stabilized source 
of supply of the raw materials for our manufacturing industry. The same 
situation is true in other industrial nations such as the United Kingdom, France, 
Germany, and Japan. The thought-provoking details for different commodities 
were thoroughly considered in the Paley report of several years ago. 

Highly industrialized nations could depend entirely upon private industrial 
concerns to make long-term contracts with raw material producers in other 
lands. And, this should be done. But, it can only be successful and securely 
accomplished under the protection and encouragement by governments and 
international economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations: 1 nation at a time, 1 
commodity at a time. However, no supplier, private enterprise or state, wants 
to become dependent exclusively on one buyer; nor does any importing nation 
or industrialist want to become dependent upon only one seller. 

Through the international. food and raw materials reserve, exporting na- 
tions can obtain assured long-term stabilized markets and importing nations 
can obtain an assured long-term ample supply at stabilized prices of imports 
on terms that will not injure domestic producers who must sell their commodi- 
ties in competition with imports. 

The international food and raw materials reserve would operate in coordi- 
nation with the International Monetary Fund and the World Bank. Many of 
the national restrictions we now have that hold down greater international 
exchange of commodities is the desire of nations to preserve their monetary 
position in different currencies particularly dollars and pounds sterling. The 
international food and raw materials reserve would completely eliminate this 
problem by operating in terms of all currencies on the basis of internationally 
agreed upon official exchange rates. 


Permanent peace depends on international institutions that will promote more 
rapid economic growth 


The international food and raw materials resolution has been before Con- 
gress for 3 years. The concepts involved in the resolution have their roots 
in the still-unsolved problems of extreme human need, starvation, economic 
stagnation, and poverty throughout the world in the midst of surpluses of raw 
materials that cannot be sold at prices that will return an adequate stable 
income to producers. 

The genesis of the ideas are found in the efforts of National Farmers Union of 
the United States to work out a solution to the farmer’s income problem. Recom- 
mendations presented nearly 10 years ago to the International Federation of 
Agricultural Producers by National Farmers Union representatives were fully 
considered and favorably acted upon by this international private farm organi- 
zation, among whose members are all the national farm organizations of the 
United States. 
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The international food and raw materials resolution does not itself estab- 
lish an international agency. The resolution merely calls upon the President to 
undertake negotiations with other nations to that end. Any agreements reached 
would, of course, be subject to review and ratification by the Senate of the 
United States and appropriation of any needed capital and other funds would 
have to be fully considered by both Houses. 

The international food and raw materials reserve will help solve many of 
our Nation’s most difficult problems of both domestic and foreign policy. It 
will make a major contribution toward permanent peace by facilitating a more 
rapid rate of economic expansion. Its operation will stabilize world raw material 
markets. It will put abundant production to work. 


The road to abundance—international cooperation and planning 


The proposal for the establishment of an international raw materials reserve 
to cover petroleum, iron ore, tin, rubber, and other raw materials, as well as food 
and fiber, is not new. An international food reserve resolution was introduced in 
1953 by Senator Murray and 23 other Senators and by Congressman Metcalf. 

A world food board idea was proposed immediately after World War II 
by Lord John Boyd Orr, first Director General of Food and Agriculture Organi- 
zation. 

An international commodity clearance house was proposed by a committee of 
experts of FAO and IFAP. but was never ratified by the governments. 

In 1954, the International Federation of Agricultural Producers meeting in 
Nairobi, Kenya, made the following policy declaration (the eighth in as many 
years): 

“Intergovernmentaliy agreed rules be adopted by the countries concerned re- 
garding principles to be followed in the disposal of surplus stocks in the world 
markets so that they interfere as little as possible with normal production and 
trade, and that effective intergovernmental machinery be established for con- 
sultative purposes. 

“The matter of a world food reserve should be kept under active considera- 
tion and to that end, the committee recommends that the Secretariat prepare : 
study indicating the nature of the machinery needed to implement the plan 
and the obstacles that have stood in the way of attainment of this objective 
and giving all possible suggestions as to how such obstacles might be overcome.” 


International commodity agreements 


The international food and raw materials reserve should be buttressed and 
coupled with additional international commodity agreements similar to the In- 
ternational Wheat Agreement. 

At its 1954 meeting, the International Federation of Agricultural Producers 
said in its policy statement: 

“IFAP reaffirms its faith in intergovernment commodity agreements as a means 
of bringing about greater stability in the prices of major commodities moving 
in world commerce and wiii assist in creating a better public understanding of 
the underlying philosophy of such agreements as an important means of stabiliz- 
ing trade.” 

The United States is already embarked upor a small and timid program to 
make use of abundant United States farm production to further the aims of the 
United States foreign policy on a unilateral and bilateral basis through— 

(a) Agricultural Trade Development and Assistance Act of 1954 (Public Law 
480) which provides for sales for soft currencies up to $1.5 billion and donations 
up to $300 million ; these authorizations should, of course, be expanded. 

(6) Title I, Agricultural Act of 1954 (Public Law 690) provides for foreign 
sale and donation of up to $2% billion set-aside of CCC stocks. 

(c) Farm product sales amendment to Mutual Security (Foreign Aid) Act 
provides ior sales up to $350 million in this fiscal vear. 

(d) Section 416 of the Agricultural Act of 1954, as amended in 1954, authorizes 
CUC to sell stocks at competitive world prices and pay repackaging costs and 
transportation from present location to shipping port. 

(e) Section 32, enacted in 1938, allows up to 30 percent of tariff revenues to 
finance foreign sales of United States farm products. 

This program has an excellent aim. ‘The major trouble with it is that which 
has already been revealed by the extreme slowness with which the program was 
put into operation. In actual practice, even this unilateral United States 
program can be carried out only by international negotiation, seldom bilateral 
but usually requiring consideration for side effect upon third and fourth parties. 
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How much better if an international institution were available to operate this 
essentially good program. 


Need for economic growth of democratic nations 

Half the world’s people have just enough food for minimum subsistence—barely 
enough to prevent starvation—but not enough for health by any decent standard. 
Only one-third of the world population has enough food of the right kind to be well 
nourished, 

The average life expectancy in India is only 27 compared to United States figure 
of 68. 

In India, 123 of each 1,000 babies born die in their first year. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 1,000 
babies that are born live to be 5 years old. 

To bring the average world textile consumption per person up to only one-half 
the United States average of 38 pounds per year, would require an increase in 
world production of cotton and other fibers of almost 90 percent 

Population increase in the last 15 years has outrun increase in food and fiber 
production in the world as a whole and in many different countries of the world, 
particularly in southeast Asia, southeast Europe, northern Africa, Germany, and 
Austria. 

To be safe, nutritionally, over a long period, requires about 1,900 calories a 
day with some protein from animal sources in warmer tropical climates; and 
2,200 calories a day in cooler areas, such as the United States. In all the world, 
except a handful of countries in Western Europe, North and South America, 
Australia, and New Zealand, the people on the average live at or very near 
this breakover point. Since some people in every country live very well indeed, 
considerably more than half of the population live below safe nutritional levels 
most of their lives. 

The real answer to the problem of unbalance between productive capacity and 
effective demand must be found on the side of demand. People have almost 
unlimited wants—which unfortunately do not always meet with a correspond- 
ing purchasing power—for better food, better housing, better clothing, better 
educational facilities, and for a vast array of various kinds of manufactured 
goods. There could be an ever-expanding circle of the distribution of these 
things as opportunity is increased. 

The underdeveloped countries may be divided into two classes: those which 
have large natural resources but small populations and those which have large 
populations in comparison with their resources of raw materials. The former 
are largely in Africa, the Middle East, and Latin America. The latter are 
largely in Asia. 

In the countries of small populations and large resources the problem is 
mainly one of securing outside capital for development, although there is also 
the problem of raising the level of technical skills of the native population. 

It is, however, the problem of economic growth of heavily populated under- 
developed countries with relatively limited natural resources that is most 
difficult of solution. It is in these countries where will be found the vast 
number of underclothed and undernourished people who could, through eco- 
nomic development, earn the means of payment to absorb enormous quantities 
of food and fiber. 

These countries need technical assistance and capital if their standards of 
living and purchasing power are to be substantially raised. It is recognized 
that, in respect to both technical assistance and capital, agricultural develop- 
ment will receive important consideration, for agricultural development must go 
hand in hand with industrial development if the necessary expansion in con- 
sumer purchasing power is to be achieved. 

So far as technical assistance is concerned, some progress has already been 
made through international and national agencies; but much more needs. to be 
done. The problem of capital for development is much more difficult but 
equally important in this class of country. 


United States food to eliminate world illiteracy 


All of the so-called surplus United States food and fiber production would be 
but a drop in the bucket, if the democratic nations should agree to use food to 
finance and make possible the complete elimination of illiteracy by means of 
nationwide systems of free public schools, including vocational education, for 
every child. 

The average per person real income in the United States is upward of 
$1,900 per year. This level is approached only by such countries as Switzerland, 
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Canada, Australia, New Zealand, and Sweden. Real income per person in 
England is half that of the United States; French per person income two-thirds 
that of England; and Italian is only two-thirds of French. 


Uwited * Btabeen ou a i ed cls leeds $1, 900 
Menem, 1 ei Co ek ped ee ek et bee le Jee 950 
Premee. | die Ue a es de ee te bil Jolla 625 
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In most of the rest of the world, income and standards of living are very low, 
averaging $125 per person per year in South and Central America, $75 per person 
in Africa and Middle East, and $40 per person per year in Asiatic countries. 

The United States has 7 percent of the world’s people, and 50 percent of the 
world’s income. United States produces one-half of the world’s radios, three- 
fourths of its telephones, four-fifths of its automobiles, one-half of the world’s 
power. In all, United States produces each year 70 percent of the world’s 
manufactured products. 

Similar figures for the continents of the world are: 


Percent of Percent of 


Continent | world’s world’s 

people | income 
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Europe outside Russia._..............___- : an ea ay 16. 6 16. 5 
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Why United States must act 


If history teaches anything it is that situations of this kind cannot long 
endure. History has a way of removing barriers and evening off such extremes 
of economic opportunity. Usually this is brought about when the barbarians 
storm the walls of ancient Rome and burn and sack the city. This pulls down 
everybody to the lowest level. 

It behooves the United States and other industrialized nations to see that 
the evening-up comes about by expanding economic opportunities in other 
nations; not through forced reduction of standards in nations with higher 
incomes. 

About a third of the world’s people live in the United States, Western Europe 
and other democratic nations that are relatively well developed and have fairly 
high incomes and living standards; another third live in countries behind the 
so-called Iron Curtain dominated by Soviet Russia and its policy state system 
of control. 

The remaining third of the world’s people—about 900 million of them—live 
in nations that have not yet made up their minds about democracy. These are 
the people of South and Central America, Southeast Asia, Africa and the 
Middle East. Here “stomach communism” holds out a glittering lure with 
its false promises of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization. WExtreme 
poverty is the rule. 

The United States must intensify its efforts to assist in the development of 
a coordinated program of aid to relieve hunger and suffering, and to promote 
expansion and strengthening of the national economies of the democratic nations 
in ways that will not destroy the principle of self-determination of peoples, 
The United States should help these nations to develop economic conditions 
that will— 

(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on 
others as a condition of our help, or of undertaking action ourselves in 
the absence of appropriate efforts in the countries that participate; 

(6b) Promote material well-being and allow employment, production, trade 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and inevitable totalitarian 
imperialism. 





COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 209 


(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways which will operate so 
that economic gains are distributed equitably within countries; and 

(d) Attract people and governments toward the democratic system of 
political freedom. 

To attain these objectives we support continued international economic ne- 
gotiation: increased United States contributions to the specialized agencies 
such as the Food and Agriculture Organization, and expansion of United States 
foreign economic assistance and of the program by which our advanced tech- 
nological knowledge is made available to other nations to assist them to in- 
crease the efficiency of production and marketing and to improve their agri- 
cultural land tenure systems, eliminate colonialism, and reform their economic 
and social structures. 

The operations of an international food and raw material reserve would 
generate the purchasing power and stabilize international markets in a manner 
that would greatly facilitate more rapid economic development in the free world. 

An international food and raw materials reserve would greatly strengthen 
the operations of our point IV laws. 

The Mutual Security Authorization and Appropriation Acts provide a small 
amount of United States funds (about $1.5 billion) for loans and grants to other 
nations to facilitate economic development and expansion and a limited amount 
of funds (about $200 million) to send United States experts to foreign countries 
to provide technical assistance or know-how. 

The United States appropriations to FAO and other specialized U. N. agencies 
ond limited United States contribution to expanded technical assistance program 
of the U. N. should, of course, be renewed. 

With an operating food and raw materials reserve, these funds would go a lot 
further because first they would be augmented by the loans available from sale 
of buffer stocks. The stabilized international markets would greatly reduce the 
risks of price fluctuations and thus raise expectations sufficiently to really speed 
up Investment in resource development. 

The appropriation for this work has been greatly reduced since 1952. Civilian 
programs have been submerged and intermingled with large military aid 
programs. 

Emphasis has been centered on engineering and production techniques and 
largely shifted away from institutional reform, except that in 1954 the program 
to help develop labor unions in other countries was reactivated in the summer of 
1954 after having been allowed to lapse for a year. 

Attention to organization and development of farmers cooperatives and farm 
credit agencies has been continued but at a reduced scope. Work on land tenure 
improvement and setting up free private farm organizations has largely been 
curtailed or eliminated. 

Our Nation must recapture leadership in this vital field. We need to enlist 
the cooperation of other economically strong nations, preferably under auspices 
of international organizations. 

The proposed international food and raw materials reserve is a necessary 
supplement to the technical assistance programs of the United Nations, the 
World Bank and other specialized agencies. 


Other measures 


In addition to restoring a larger scope to our point [V programs and establish- 
ing an international food and raw materials reserve or world food bank, Na- 
tional Farmers Union urges: 

Renewal of the International Wheat Agreement and negotiation of an im- 
proved International Sugar Agreement and additional International Commodity 
Agreements for all commodities that enter importantly into international trade. 
Such agreements should include net importing as well as net exporting nations 
and the pricing arrangements should be based upon an international parity or 
general price index. 

‘xpansion and Renewal of Agricultural Trade Development and Assistance 
Act, to increase scope of program and expand authorization to include establish- 
ment of systems of universal free education in nations that do not have them. 

Make greater use of the authorities provided in the Reciprocal Trade Agree- 
ments Act. 

Enact a customs simplification law, and enact legislation to establish a pro- 
gram of trade-adjustment aids to United States industries, workers, communities, 
and farmers injured by reductions in tariffs and import restrictions. This can be 
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accomplished with respect to farmers by legislation to provide 100 percent of 
parity income-protection primarily by means of production payments. Such 
action would entail expansion of this type program to include milk and its 
products and other farm commodities provided in United States and sold in 
competition with imports as well as wool and sugar for which partially adequate 
payment programs are in operation. 


[Legislative analysis memorandum, July 8, 1955] 


NATIONAL FARMERS UNION POSITION ON FARM MARKETING QUOTAS AND ACREAGE 
” ALLOTMENTS 


Much of the public discussion of farm marketing quotas takes place in con- 
nection with specific referendums on individual commodities and with congres- 
sion hearings on proposed minor changes in a marketing quota law regarding 
only 1 section of the country or 1 commodity. Consequently, very few people 
outside Farmers Union have been given the opportunity to obtain a clear under- 
standing of our position relative to them. Some extremely well-informed people 
concerned with the study of farm policy have recently indicated a belief that 
National Farmers Union is flatly opposed to marketing quotas and acreage 
allotments. Consequently, they were greatly surprised when Farmers Union 
worked so hard, and so successfully, to bring about approval of wheat quotas 
in the June 1955 referendum. Sometimes at the other extreme, National Farm- 
ers Union is accused of being “willing to trade the farmer’s freedom to plant 
what he wants to in return for high rigid price supports.” 

The truth is neither of these ideas accurately describes the National Farmers 
Union position with respect to acreage allotments and marketing quotas. This 
legisiative analysis memorandum has been prepared briefly and correctly to 
state our position in this regard, to compare National Farmers Union recom- 
mendations with provisions of existing law, and concisely to present the reasons 
we are convinced that our position is sound. 


APPROPRIATE USE OF MARKETING QUOTAS 


National food and farm policies and programs should be so designed that 
farm marketing quotas would be seldom used, except in connection with export 
commodities, and as little as possible in connection with even them. National 
Farmers Union’s view of the appropriate function of marketing quotas can 
only be accurately understood within the framework of the full parity family 
farm income program, the adoption of which we strongly urge. 

National Farmers Union view of the function of farm-marketing quotas as 
an essential last resort part of a full parity farm program is indicated by the 
following listing: 

1. Maintain expanding full employment economy. 

2. Expand domestic consumer purchasing power for farm commodities with 
a national food-stamp plan, free milk for schoolchildren, and expanded school- 
lunch program. 

3. Expand exports of United States farm commodities through noncommercial 
channels and assistance to economic growth in free nations. 

4. Use production payments in workable combination with other methods of 
farm price and income support. 

5. Dampen down tendency for farm production to expand at faster rate than 
population and trade growth by means of conservation acreage reserve. 

6. To keep production of specific commodities in balance with augmented 
demand where needed, use of farm marketing quotas. 

7. National marketing quota to equal expected exports, plus full employment 
domestic consumption plus any needed addition to safety reserves. 

8. Individual farm quotas would he assigned to families (operators) not 
farms, would be transferable, and would be assigned so that larger producers 
take heavier percentage cuts from historical base than smaller producers. 

9. Except for peanuts and tobacco, individual marketing quotas would be on a 
bushelage or poundage basis rather than an average basis. 

We start with the conviction that the national interest requires that farm 
family income not be allowed to fall below a level represented by the partity 
standard as defined originally by the Agricultural Act of 1948. Attainment of 
this goal could be provided substantially, without other special efforts,*if the 
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Nation were to follow a national policy that would insure a sustained national 
economic growth of 10 or 12 percent per year, measured in terms of actual 
physical volume or dollar value of gross national product. However, the na- 
tional policies and actions required to maintain the sustained economic expan- 
sion at this rate would not only be very difficult of attainment except in war- 
time, but would probably also set up tendencies in the economy, including sub- 
stantial inflation, that would be injurious to the national welfare in various 
ways. 

Since maintenance of a rate of economic growth that will maintain full em- 
ployment without inflation is insufficient to provide parity farm incomes over a 
sustained period, additional national policies are required if the tendency for 
increasing productivity in farming to outrun growth of demand is not to be 
allowed to result in oversupply of commercial markets, falling farm prices, and 
a condition of chronic poverty on American farms. As the preferred way of 
inaking up a part of the gap, we favor consciously planned and federally financed 
programs to expand noncommercial exports and subsidized consumption by 
low-income groups in the United States. Such programs, if used to the optimum 
extent, would currently add about $6 billion to the total demand for farm 
commodities. 

However, once these programs of expanded exports and domestic consumption 
were in maximum operation, the further growth of the market for farm com- 
modities, would resume its normal trend of increasing less rapidly than in- 
creasing farm productivity. Moreover, in any given year, the United States 
Congress might prove unwilling to appropriate the full amounts necessary to 
carry out the expanded market programs. Also, unusually good weather and 
other growing conditions might even with these provisions of expanded con- 
sumption and exports bring about a situation of oversupply of all farm products 
or of specific commodities even in a full employment market. Similar conditions 
could result from almost totally unpredictable changes in the commercial export 
market. 

To stabilize farm family income at the parity level, therefore, it is necessary 
to have written in law mandatory support level protection for the family-farm 
production of all farm commodities. Temporary market gluts can develop. 
Farm family needs for cash can cause unduly heavy marketings at harvest time. 
Speculator and trader manipulations can unduly depress market prices until the 
farmer has sold. Special program devices such as Government purchases of 
commodities, Government purchase agreements, and Government-tinanced non- 
recourse price-support loans are needed to overcome these contingencies. To 
provide the additional income protection above these market price-propping 
devices required to keep farm income at the parity level, we favor use of com- 
pensatory production payments. Use of production payments, in workable 
combination with price-support loans and purchases, wouid allow already pro- 
duced commodities to flow into export and domestic consumer markets at lower 
than the support-level equivalent price and would give consumers and exporters 
the advantage of the increased supply instead of allowing such stocks to depress 
farm income to disaster levels or else pile up in unnecessarily large Government 
stocks, 

However, the tendency for farm productivity in the United States to outrun 
population growth, expansion of exports, and the growth of market-money de- 
mand, even when expanded in the ways we favor, would place a constant strain 
upon the income and price-support program if supplemental actions were not 
taken to keep supplies in line with augmented market demand. Lither un- 
needed stocks of commodities would pile up in Government ownership under 
the loan and purchase programs or else the cost to the Government of the re- 
quired production payments would become greater than the rest of the Nation 
would permit. 

The complex economic forces of modern economic life in the United States, 
including the highly organized “group market bargaining power” of many seg- 
ments of the economy put farmers at a severe bargaining disadvantage and 
cause a chronic, continuous pressure toward falling farm prices and income 
in any period when the national economy is expanding less rapidly than 10 or 
12 percent per year. This is an immediate cost that must be borne by some- 
body currently if a larger total future cost is to be forestalled. With no Fed- 
eral farm, food and fiber program at all, the full immediate cost of this situa- 
tion falls on the farm families of the Nation. With parity-level farm price 
and income supports the cost is divided among farmers and the rest of the Na- 
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tion in relation to relative numbers. If the entire support program were car- 
ried out by means of production payments, the entire nonfarm cost would be 
paid by all citizens including farmers in accordance with the incidence of the 
Federal tax structure. There are many indications, however, that nonfarmers 
would not be willing to defray the entire nonfarm cost of national economic 
maladjustment in terms of Federal expenditures but would prefer to pay a 
part of it in terms of higher prices in the market place. This desire is natural 
and would be expressed in terms of cutting down on the amount of funds ap- 
propriated by Congress for production payments. 

To meet this situation and to maintain farm family income at full parity 
requires that the tendency for farm productivity to outrun augmented market 
demand at parity prices must be blunted or curbed by methods that are acceptable 
to farmers and consumers and that contribute to the attainment of other widely 
held national aims and welfare objectives. 

In the first place, the overnight development of almost any kind of national 
emergency, military or otherwise, as well as long-term population growth or ex- 
panding world trade, might cause a sudden or gradual increase in demand for 
United States farm commodities not now clearly foreseen. Thus one high 
priority national objective is to conserve and improve the Nation’s farm, soil, 
and water resources, even though they seem currently to be troublesomely over- 
productive. 

National Farmers Union urges the adoption of the conservation acreage re- 
serve as an effective way to combine the Nation’s conservation objective with 
the need to temporarily blunt or dampen down the rate of increase in national 
farm production. The conservation acreage reserve would consist of that num- 
ber of acres determined by the Secretary of Agriculture to be unnecessary that 
year for commercial farm production. Each farmer who voluntarily placed 
some or all of his land in the conservation reserve would receive a conserva- 
tion award equivalent to the usual cash rent for land of the type be places 
in the reserve. Operation of a program of this type would cause that year’s 
total national farm production to be lower than it would otherwise be. For each 
percentage of effective reduction in supply marketed resulting from this pro- 
gram, prices received by farmers on the average would be lifted by about 6 to 
10 percent. 

However, the conservation acreage reserve would apply to all crop acres. 
Individual crops and livestock supplies and markets could still rise more rapidly 
than the increase in augmented demand. This is particularly true of com- 
modities, a large proportion of the production of which usually finds foreign 
markets. It is also true of commodities where weather and other growing 
conditions in areas of major production are highly variable. 

To meet these residual oversupply problems is the role and function that 
Farmers Union holds to be the proper one for farm marketing quotas. Where 
all of the demand-expanding programs listed above do not increase demand 
sufficiently to keep up with increasing production of a commodity dampened 
down by operation of the conservation acreage reserve, National Farmers Union 
submits that the Nation should not require or permit farmers to use their time 
and natural resources and other capital to produce commodities that cannot 
be sold and used except at such low prices that will bring chronic poverty to 
farm families and ultimate bankruptcy. We urge, therefore, that the authority 
to use the powers of Government to keep supplies in line with demand by means 
of a self-imposed two-price system carried out by means of marketing quotas 
should be extended to the producers of all farm commodities for use as a last 
resort in the situation described immediately above. 


WHAT ARE MARKETING QUOTAS? 


Many confusing and misleading statements have been made in the demogogic 
propaganda of opponents of farm price-support programs in the discussions and 
debates of the past two decades. One result is that the public has little if any 
factual information as to what farm marketing quotas really are. 

Farm marketing quotas are in reality a sort of self-imposed two-price system 
for a farm commodity, the operation of which is expected to discourage uneco- 
nomic overproduction. A determination is made as to the volume of the com- 
modity which if marketed will fill export needs, if any, preserve an adequate 
national stockpile or safety reserve of the commodity, and fill the expressed 
needs of domestic United States consumers at a price that will be consistent 
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with the continued production of a sustained abundance of the commodity, 
and consequently will prevent farm bankruptcy, reduced farm family living 
standards and the development of a condition of chronic poverty on American 
farms. 

Under a farm marketing quota system each farmer is apprised, well before 
planting or breeding time, of the amount of the commodity he is authorized to 
market at the higher or parity price, determined by legislation or agreement 
as being a price that is fair to both producers and consumers. If the farmer 
sells only this volume of the commodity he can do so at the higher or support 
price. If he wants to produce and sell more than the determined volume he 
may do so but only by selling all of his marketings of that commodity at a lower 
average price. The lower average price in this case results from two factors: 
first, any sales above the marketing quota must be made subject to the pay- 
ment of a fee, or penalty, for the privilege of selling above quota. This fee 
or penalty is deducted from whatever price the farmer receives. Moreover, 
the entire marketings of that commodity by the farmer who exceeds his market- 
ing quota must be sold at the market price, which may be lower than deter- 
mined support price owing to the operation of production payments as a method 
of support or because market price has fallen below the announced support 
price available through Government loans, purchase agreements, or purchases. 

Marketing quotas, with or without acreage allotments, are not a system of 
federally imposed farm production controls. Any farmer can produce and sell 
any amount of the commodity that he wishes. But to do so he must be willing 
to accept a lower return per unit than that made available to the farmer who 
holds his annual marketing within his agreed-upon quota. To make effective 
this two-price system, based upon quotas, requires several nationwide deter- 
minations and actions. First, somebody must decide under the law the total 
national marketing quota that fits the circumstances of the particular year. 
Second, somebody must make known to each farm family the information as 
to its share of the national quota. Third, somebody must hold a referendum 
or vote to determine whether the producers of that commodity wish to impose 
marketing quotas upon themselves that year. Fourth, if quotas are approved 
by producers, somebody must administer the machinery that makes the two- 
price provisions effective with respect to the marketings of each producer. 
Fifth, maintenance of the higher, or support price, or return requires the oper- 
ation of a Federal farm price-support program. Sixth, enforcement of the 
lower of the two prices requires both withholding of support program eligibility 
and the imposition and collection of fees or penalties on over-quota marketings 
of individual producers. 

It is entirely possible that all of these needed functions could be performed 
by an organization of producers to which certain governmental powers were 
granted by the Federal Government. However, experience, logic, and common- 
sense all indicate that the first three functions listed above can most efficiently 
be performed by the United States Department of Agriculture and that the 
latter three involve the exercise of the spending and police powers of Govern- 
ment, which probably should not be transferred by the Government to any pri- 
vate group. Moreover, since the effective operation of marketing quotas con- 
tributes to the national welfare by maintaining farm income at a level where 
farmers can make their pro rata contributions to an expanding full employment 
economy, can conserve and improve their soil and water resources and farm 
equipment and thus insure a continuing ability to produce a sustained abund- 
ance of food and fiber, the administrative cost of the marketing quota program 
is a just charge upon the general Federal revenues and not upon the producers 
of a single farm commodity. 
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CHart I.—National Farmers Union recommendations compared with existing 


Item 


Commodities covered 


United States consumption ex 
pansion. 


Expanding exports- - - 


Mandatory support level for 
within-quota sales of farmer. 


Provision for nationwide cut in 


total farm production. 
Producer referendum... 


Quota expressed in pounds or | 


acres to individual producer. 


Variation in quota percentage 
from base. 


Minimum for family---.-._.--- 
Fee or penalty on overquota 
sales. 


Determination of national mar- | 


keting quota. 


Use quota to reduce carryover 
Transferrable..__.....<......-..- 
Assigned to land or family -__-- 


law 


Farmers Union 


} oo 
All farm-produced commodities 


| National food stamp plan, free 
milk for schoolchildren, ex- 
panded school lunch program, 


| Provide for $1 billion of noncom- | 


mercial exports. 

100 percent of parity for family 
farm production of all commodi- 
ties. 


Conservation acreage reserve-.. - 


Yes, approved by two-thirds fav- 
| orable vote. 
Acreage for peanuts and tobacco. 


Existing law 


| Wheat, cotton, tobacco, rice, pea- 


nuts, and sugar. 

Distribrtion of CCC-owned com- 
modities, small school milk and 
lunch programs. 

Provision for about $333 million 
noncommercial exports. 

Tobacco: 90 percent of parity. 
Wheat, cotton, peanuts and rice: 
75 percent of parity. Sugar: 100 
percent of parity. Milk and 
butterfat: 75 percent of parity 
without quota authority. Honey 
and tung nuts: 60 percent of 
parity without quotas. 





.| None. 


Yes; approved by two-thirds favor- 
able vote. 
Acreage allotment. 


Poundage or bushels for all other | 


commodities, 
The larger the volume of sales the 
heavier the percentage reduction 
| required, 
| Yes, but larger than now. ‘ 
75 percent of support level. _- 


| No_ variation, 


Expected exports plus expected | 
full employment domestic con- 
sumption plus needed additions 
to reserve, 

gs. ee. 

ees ss Seatcchs 
Family (operator) --. - 

| 


except for sugar, 
which progressively grad- 
uated. 

Yes. 


is 


| 50 percent of support level. 


Expected exports plus expected 
consumption plus or minus de- 
sired change in carryover. 


| Yes, 
No. 
Specific land area. 


As chart I indicates, existing law extends the authority to use marketing quotas 
and acreage allotments to the producers of only six farm commodities: wheat, 


cotton, tobacco, sugar, rice, and peanuts. 


National Farmers Union urges that 


this authority should be extended to the producers of all farm commodities. 
National Farmers Union has supported all of the domestic consumption- 


expanding programs that are authorized by existing law. 


These include the 


distribution and processing of commodities owned by Commodity Credit Cor- 
poration to a large number of eleemosynary institutions, the Armed Forces, 
Veterans’ Administration, and to State welfare agencies under section 416 of 
the Agricultural Act of 1949, as amended. However, such activities are con- 
fined to commodities already owned by the Federal Government and require 
special governmental distribution rather than normal trade channels. National 
Farmers Union favors enactment of a national food-stamp plan to augment 
the purchasing power of all low-income consumers for food to be purchased 
with the stamps at ordinary grocery stores. Farmers Union favored estab- 
lishment of the existing national school-lunch program and is urging that it be 
expanded to the 70 out of each 100 schools to which the program has not yet 
been made available. National Farmers Union supported enactment of the 
fluid milk for schools program and we are urging its expansion to provide at least 
2 half pints per day per child in all schools as well as the 1 out of 4 to whom the 
program is currently being made available. 

National Farmers Union was the original sponsor of the foreign farm trading 
post proposal that resulted in adoption of the existing Agricultural Trade Devel- 
opment and Assistance Act. However, this act provides for only $333 million 
of noncommercial exports per year and the executive branch so far has utilized 
only one-half of the authorization. This authorization should be expanded to 
$1 billion per year. Moreover, under current conditions only sugar and wheat 
have international commodity agreements and neither of these agreements is 
satisfactory. Not all export and import nations are members nor do the agree- 
ments provide for use of an international parity index to set maximum and 
minimum prices during the term of the agreements. Farmers Union continues 
to urge the negotiation and establishment of an international agreement for 





COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 215 


each raw material commodity, including farm products, that enters importantly 
into international trade. 

National Farmers Union has been working in cooperation with other national 
farm organizations of many nations to bring about establishment of an inter- 
national food and raw materials reserve or clearinghouse to act as a sort of 
international commodity credit corporation. This has not yet been accom- 
plished. 

Under existing law, no provision is made for a conservation acreage reserve. 
Only wheat, cotton, tobacco, sugar, rice, and peanut producers have any means 
to bring their production into line with augmented demand. This is done 
through marketing quotas that are applied on individual farms in the form of 
acreage allotments. 

Under the existing program, the wheat, cotton, or sugar producer who cooper- 
ates in the program is required to take out of production of that crop a certain 
percentage of the acreage he earlier used for it. Such producers are permitted 
to put these diverted acres into any use they desire, including other soil-depleting 
commercial crops. Secretary of Agriculture Benson placed into effect a stern 
cross-compliance order prohibiting the use of diverted acres for other commercial 
crops but he offered no incentive for farmers:te put such diverted acres into a 
soil-conserving use, His order was obviously unfair to farmers so that Demo- 
cratic political pressures caused him to withdraw the order. 

Withdrawal of the ill-advised cross-compliance order and refusal to replace it 
with a conservation acreage-reserve program, for which funds had already been 
appropriated by Congress, left this situation as bad as ever. Acres diverted 
from quota crops were planted to nonquota crops such as hay and pasture that 
were already in temporary oversupply, thus shifting the problem from the basic 
crops to milk, eggs, poultry, feed grains, vegetables, and the oilseeds, flax, and 
soybeans. 

National farmers Union is strongly urging the adoption of a complete nation- 
wide conservation acreage reserve program as a supplement to the price-support 
and marketing quota program. 

National farmers Union urges the continuation of the requirement that 
marketing quotas must be approved by two-thirds of the producers of that 
commodity before quotas go into effect. 

We continue to urge that the sugar-type progressive graduations in individual 
quotas be extended to all commodities so that producers who sell larger volumes 
will take a bigger percentage cut than producers of a smaller volume, with 
realistic minimum quotas below which no individual farm family would be cut. 
Existing law provides minimums for each family. Existing minimums for 
wheat and cotton are unrealistically low. 

If the two-price system established by farm marketing quotas is to be truly 
effective in keeping supplies in balance with demand, the blended average price 
of producers who sell more than their marketing quota must be sufficiently 
lower than the higher price to discourage all but a few from making overquota 
sales. This will be much easier to do where production payments are used as the 
primary support method. This means that the secondary or lower price in the 
two-price system must be extremely low. We suggest that this level onght to be 
only 25 percent of the support level, enforced by collection of an overquota mar- 
keting fee or “penalty,” as existing law calls it. 

Existing law provides for the national marketing quota of a covered com- 
modity to be determined as expected exports plus expected domestic sales plus 
a normal carryover minus existing carryover. Thus already piled up carryover 
is a factor that reduces the marketing quota for any year. For examnle, Secre- 
tary of Agriculture Benson has done a lot of talking that the correct national 
marketing quota for wheat in 1955 and 1956 would be the production from only 
27 million acres, under existing law, if it were not for the 55 million acre 
minimum, 

National Farmers Union urges that establishment and maintenance and 
building up of a national safety reserve be considered as a separate subject, 
operated on its own merits. Supplies accumulated in CCC ownershinv should 
he insulated from the market and not considered in establishment of marketing 
quotas. CCC-owned stocks now in existence should be put into an insulated 
set-aside, not a disposition set-aside as is now the case. 

National marketing quotas for different crops should be determined to equal 
expected exports plus expected domestic consumption at full employment level 
of the economy plus allowance for needed addition to carryover or safety reserve 
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stockpile. Under present law, quotas are cut down to help reduce carryover. 
National Farmers Union opposed this use of quotas. 

Under existing laws, the farm marketing quota is assigned to the farm by 
an established historical formula. The quota is not transferable separate from 
the land in the farm to which assigned. We urge that this be changed to a 
provision whereby. quotas are assigned to farm families (operators) and are 
transferable by sale or trade from one farmer to another . 

This amendment would have two worthwhile results. First, sustained appli- 
eation of quotas to a particular commodity would not freeze the geographic 
pattern of production of that commodity. Second, the recommended system 
would not have the weakness of the present system when the quota assigned to a 
family becomes capitalized in the value of the farmland to which it is assigned. 
This latter effect of the existing program means that nobody except the owner 
at the time the program was initiated gets full benefit of it. By the assignment 
of the quota to a family and making it transferable the annual benefits of the 
quota will be received by the family. 

Under existing law, the national marketing quota for a crop is expressed in 
terms of a national acreage allotment. This national acreage allotment is allo- 
cated to the States and from States to counties. The county acreage allotment 
is allocated among the producers.in the county. The individual farmer’s market- 
ing quota is then established as the actual production of his acreage allotment. 

For tobacco and peanuts, this procedure appears to have worked fairly satis- 
factorily. However, we do not approve the procedure as applied to wheat, rice, 
and cotton nor for extension to other commodities for which marketing quota 
authority should be provided. 

It is our mature and considered judgment that, with the exception of tobacco 
and peanuts, the procedure should establish for each farmer a specific bushelage 
or poundage marketing quota governing the volume he could sell without penalty 
in a given year regardless of how many or how few acres he used to produce it. 

The defects of acreage allotment-determined marketing quotas show up most 
dramatically when application of quotas to milk and butterfat sales are con- 
sidered and in their application in areas of high incidence of crop failure owing 
to recurrent drought and other natural disasters. 

In the case of milk and butterfat, there seems no necessity whatever to attempt 
to have Government control of the number of milk cows either nationally or on 
the individual farm. 

In high-risk cotton and wheat areas, the producer never knows when he plants 
his acreage allotment what his production and sales might be. If his marketing 
quota is established as the production from allotted acres there is no basis either 
nationally or on the individual farm to know how much volume of sales will 
move into the commercial market. 

A wheat farmer in the area of intermittent dronght never knows when he 
plants whether his yield will be nothing, 2 bushels per acre, 15 bushels or 22 or 
30. With a 200-acre allotment, his marketing quota might thus vary from as 
little as 0 or 200 bushels to as much as 6,000 bushels from year to year. This is 
a most unstabilizing and completely unnecessary result of existing marketing 
quota laws for wheat, cotton, and rice. 

The purpose of marketing quotas is to regulate the volume of sales of a com- 
modity by charging a heavy penalty on sales over quota. A national determina- 
tion is made as to what volume of the commodity will be needed for domestic 
and export needs in the year ahead. This is expressed in bushelage or poundage 
terms. This national marketing quota should not be translated into a national 
acreage allotment but should be distributed to States and counties and individual 
farmers as a specific marketing quota. If no producer exceeded his marketing 
quota, the volume actually marketed would equal the national marketing quota. 

Under existing law, the volume actually marketed from allotment acres might 
he substantially below or substantially above the national marketing quota 
depending upon acreage yields. In crops and areas where yields do not vary 
greatly from year to year this posed no creat difficulty. But as the widesnrend 
drought of 1954, which reached even into Georgia and Virginia, indicated the 
acreage allotment device is a blunt and clumsy device at best even in humid 
areas. 

For the individual producer, except for tobacco and peanuts, marketing quotas 
hased on acreage allotment simply does not make much sense nor does it allow 
him to fit the program effectively into his farm management plan. If the indi- 
vidual wheat producer, for example, knew before planting time that his quota was 
4,000 bushels, he would be able to choose the acres on which he wants to try to 
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produce it. One year he might choose to use 200 acres of his most fertile land 
and another year to use 400 acres of his less fertile soil. If growing conditions 
look especially promising he might wish to plant 500 acres of his land into 
wheat, knowing full well that at average yields his total production that year 
would greatly exceed his marketing quota. He would market his quota volume 
and would store on the farm the excess production for sale in a later year when, 
due to weather, disease, or pests, his yields are greatly reduced. 


FUNDAMENTAL PRINCIPLES 


The position of National Farmers Union respecting farm marketing quotas is 
grounded upon several deep convictions of the kind of world our members want 
to live in. These convictions include, among others, that we should strive to 
preserve and expand the democratic rights, privileges, freedoms, liberties, and 
responsibilities provided in the United States Constitution and its amendments, 
to all citizens; that this requires a condition of equality of opportunity for all 
persons and families, economic as well as political, to earn a good living as 
well as to vote and to obtain an education; that these conditions can prevail to 
the desirable extent only if the national economy is expanding and growing at 
a rate required to maintain full employment, providing enough consumer pur- 
chasing power to buy at reasonable prices the output of the growing economy ; 
that farmers should, and should be enabled to, produce a sustained abundaace of 
food and fiber to fill the needs of a growing population at fully adequate nutri- 
tional and clothing standards; that farmers and all other groups of citizens 
should have the opportunity to earn fully adequate incomes by their work and 
property ownership and management; and that farmers should have the oppor- 
tunity to earn as good incomes as other groups in the economy. 

National Farmers Union is convinced that farm marketing quotas are an 
essential, last-resort element to attainment of these aims. We are convinced 
that these aims can be fully attained only if farmers are granted the authority to 
make use of the powers of government to keep the supply marketed of different 
farm commodities in a reasonable balance with the volume that the market will 
huy at parity farm prices, where all other efforts have proved to be less than 
fully sufficient. 

The two-price system established by farm marketing quotas is an application 
to farm marketing of the same principle used by farm machinery, automobile, 
steel, and all other industrial and business concerns: the principle of reducing 
supply to maintain price. 

The use of price cutting to increase the amount that can be sold is severely lim- 
ited for most commodities, goods, and services owing to an inelastic demand. 
For most farm commodities, it would take a very large drop in price to increase 
the volume that could be sold to foreign countries. In the domestic market, it 
would take a 40-percent drop below parity in price to increase sales by as much 
as 2 or 3 percent. Conversely, a small cut in volume marketed will have a very 
strong price-supporting effect. 


Mr. Baker. Thank you very much, Mr. Chairman, for hearing our 
views. 

Mr. Garuines. Good of you to come. 

The next witness is Mr. Oliver Scroggin. Is Mr. Scroggin here? 

Mr. Scroggin, we will be glade to hear from you. 


STATEMENT OF OLIVER SCROGGIN, LITTLE ROCK COTTON 
. EXCHANGE 


Mr. Scrogern. I do not have a mimeographed copy of my state- 
ment, as I came up on a plane last night. 

My name is Oliver Scroggin. Officially, I represent the Little Rock 
Cotton Exchange, although actually I am up here at the request of 
several hundred Arkansas cotton farmers. 

I wish to thank you for allowing me to appear before your commit- 
tee. There is no need for me to waste your time explaining the plight 
of the cotton farmer. You know his condition as well as I. However, 
there are some points I would like to stress. 
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As long as we are possessed with the idea that it is possible for our 
Government to corner the price of American cotton, there is little 
chance of finding a solution to the problem. I am afraid our efforts 
will destroy the farmer rather than help him, in spite of our good in- 
tentions. Both the soil bank proposal and any rigid support price, 
whether it be 75 or 90 percent of parity, is an endorsement of the 
idea a corner can succeed. 

If the farmer is to continue to produce cotton, sometime in the 
future he will be forced to meet his competition of foreign growth and 
synthetics. The longer he is forced to wait, the more difficult the un- 
dertaking will become. If we face facts, we can see how impractical is 
the idea of a soil bank and a high support orice. Do you think any 
American manufacturer could remain in — under the same 
economic principles, pricing himself out of his markets, storing his 
product to the rafters of his warehouses, reducing his production be- 

vause his product will not sell at exorbitant prices, losing customer 
after customer to his competitors, and seeing them expand their 
production as he reduces his # 

Would you suggest to this manufacturer that he cut back production 
another 20 percent and retain his high prices, and that such action 
would solve his problems? 

It is my opinion that the American cotton farmer can meet his 
competition if given a chance to do so, and it is also my opinion that he 
would like very ‘much to have that chance. 

So, we have worked out a plan that will give him that chance. Sen- 
ator Fulbright has introduced this plan in the form of a bill in the 
Senate. This plan is very similar to Congressman Poage’s plan. 

Two results are essential for the success of any program. First, the 
liquidation of Government-held stocks; and second, the natural flow of 
American cotton into the trade channels of the world at competitive 
prices. Any program that does not accomplish this is doomed to fail- 
ure. 

Another factor that must be given considerable thought is that it 
is impossible for the American cotton farmer to remain solvent if 
he is forced to buy his needs in a protected market and sell his product 
in a free market. 

Eventually he will be squeezed dry. Yet, on the other hand, if he 
is unable to meet his competition of foreign growths and synthetics, 
he cannot continue long as a cotton producer. The only possible 
answer is a direct t subsidy to the farmer or a large reduction in the 
prices of the things he must buy. There must be some offset for the 
high tariffs and high labor costs, 

Out of this ¢ rop of around 15 million bales, the ¢ ‘ommodity Credit 
Corporation, through its 90 percent of parity loan, will be forced to 
add some 4 or 5 million bales to its already burdensome stock of more 
than 8 million bales. This surplus in Government hands is a threat 
to the entire cotton industry, and doubly so as it is politically con- 
trolled. A fixed price loan, based on acreage instead of bales, can 
only add to this surplus from year to year 

Cotton must be produced for consumption rather than for storage. 

We suggest the Sitowing as a solution : 

1. Eliminate all Government loans on cotton in the future allowing 
American cotton to seek its own value in the markets of the world. 
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Any loan, whether it be 75 or 90 percent of parity, notified the world 
a year in advance the minimum price of American cotton for the 
coming year. This gives foreign producers and manufacturers of 
synthetics a big advantage. 

2. Many farmers have been producing inferior cotton for the loan 
in preference to consumption. The Commodity Credit Corporation 
has several billion bales of such cotton in their stocks. So I would 
suggest, although it is not necessary for the success of my plan, that 
such cotton be stockpiled under a law to the effect that none of this 
cotton can be sold except in time of war or a national emergency. 

3. Notify the world that none of the remaining stocks can be sold 
except at 105 percent of parity plus carrying charges. 

4, Eliminate all acreage controls in the future and allow each 
individual farm the right to produce as it sees fit, taking its chances 
on world prices. 

Mr. GaTuinGs. Now wait just a minute right there. 

How long would it take to balance this acreage under your plan, 
that is, of unlimited production, after you take into consideration 
some 10 million bales, I believe? 

Mr. Scrocern. Well, about 4 or 5 years ago—I believe it was 5— 
Mr. Gathings, we had a free planting of cotton. Our acreage was in 
the low millions, around 22 or 23 million. I do not remember the 
exact figure. But, the abandonment in acreage there would be ap- 
proximately a 5 5 million increase in acr eage. 

Mr. Garuines. It cut back to 2114 million, I remember, in 1950. 

Mr. Scrocarn. It was around 22 million bales. 

Mr. Garuinas. It was way up over 26 milliou prior to that time. 

Mr. Scroeern. Well, it may have been. 

Our theory is this, that the increased consumption of American 
cotton would more than offset any increase in production of the cotton 
over a period of the next 2 or 5 years’ time. Now, there have been 
suggestions made in relation to our plan that there be a restriction 
on acreage and that it gradually be released until it is, eventually, 
released. 

That is not in this proposal, but it has been suggested by some 
supporters of this proposal down in Arkansas, which may be a very 
excellent suggestion. We have no objection to that, of course. 

But, of course, the whole idea that we are trying to advance, Mr. 
Gathings, is this, that if we are given a free market, that I do not 
think we could produce enough cotton to supply the demand 10 years 
from now. 

Mr. Garuines. We have a problem right now of what we have on 
hand. 

Mr. Scrocern. I understand. This is more of a long-range—— 

Mr. Garuines, I recall a few years ago Huey Long advocated a 
drop-a-crop plan. He thought that was the best thing to do, because 
if we just quit for a year and started back i in, the farmer would get 
au ak price, and then there would be a market to produce for. 

Mr. Scroeern. Well, of course, that is something. I think that is 
the best thing that could happen, personally—this is my own personal 
opinion—if in the first year we should raise a large crop, and we would 
certainly regain quite a lot of our markets, and we would certainly 
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have to stop some expansion of synthetics in foreign growth. In the 
meantime, according to the plan, the farmer would be fully protected. 

Mr. Garuines. It would do that all right. But where would it go! 
Who would produce that cotton ? 

Mr. Poace. How would the farmer be fully protected? You said 
the farmer would be fully protected ? 

Mr. Scroeern. I suggest a subsidy, as you suggested. 

Mr. Poace, I did not understand you would pay the subsidy on all 
of it. Are you going to pay the subsidy on all of it? 

Mr. Scrocern. No, on 10 million bales. 

Mr. Poace. That is what I thought. So, I do not see that the farmer 
— be fully protected. He would be protected up to 10 million 
sales. 

Mr. Scrocern. Yes, but if he raised 15 million bales, his cost of 
production on the 5 million would be much smaller than his cost of 
production on the original 10 million, and he could possibly use this 
5 million bales to regain his lost markets. 

Shall I go on? 

Mr. Gaturnes. Yes, sir. 

Mr. Scrocern. Five. The Department of Agriculture has reduced 
the farmers’ acreage allotment the past few years in the expectation 
of a production of 10 million bales of cotton. 

In every instance the farmer has increased his yield per acre, 
thereby producing crops of from 13 to 15 million bales. A control of 
production must be in allotted bales in preference to acres. 

Set up a figure of 10 million bales for the coming crop and prorate 
to each farm its share of this 10 million bales, based on its past history 
of production. Pay each farm a direct subsidy, basis Middling 15-16, 
for what it receives for its share on a free market and 90 percent of 
parity. 

However, until the surplus Government stocks are liquidated, make 
the payment in cotton or the rights to so many pounds of cotton, basis 
Middling fifteen-sixteenths. The rights ould readily be converted 
into money through sales to the cotton trade. 

As an illustration, a farmer has 160 acres of good cotton land 
Under the present program he is allotted 32 acres in cotton. He goes 
to considerable expense to increase the yield on the 32 acres, as in most 
instances this plot of land must carry the load for the entire farm. 
Due to the droughts and poor markets, his attempts at producing other 
crops have not been very successful. Through hie increased expense, 
he is able to produce 40 bales of cotton, of which 32 will go into Ameri- 
can mill consumption, 2 bales sent to the world markets on the give- 
away program, and the balance goes into the commodity credit loans. 

The Department decreases his acreage allotment further the coming 
year, so his problem of making ends meet becomes greater from year to 
year. 

Under my plan, it would be up to the farmer to decide how much 
cotton he wished to plant, knowing that he is guaranteed 90 percent of 
parity on, say, 32 bales, his share of the 10-million-bale allotment. 
Any production over the 32 bales would be sold at world prices. If 
the world prices and demand were good, he would increase his produc- 
tion. But if poor, he no doubt would stay within the range of his 
allotment. This, in itself, should act as a stabilizing influence on, not 
only American production, but foreign growths and synthetics as well. 
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As we were talking a minute ago, if the first year we increased our 
acreage and overproduced, and the price dropped down too cheap, 
automatically the farmer would reduce his acreage in a flexibility of 
the thing, and then your supply would start decreasing again. We 
‘would again have a free market, and we would be able to regain our 
markets in a much quicker manner by having no restriction on acreage. 

And there is very little doubt that in the first year they would over- 
plant. That is what I would think. 

The subsidy payment in cotton would work as follows: 

A printed form could be given the farmer showing he is due 90 per- 
cent of parity on 32 bales of cotton—16,000 pounds. When he sells 
this 16,000 pounds, the difference between what Middling fifteen- 
sixteenths is quoted that day and 90 percent of parity on Middling 
fifteen-sixteenths would be the amount due him. 

For instance, if Middling fifteen-sixteenths is quoted at 27.35 and 
90 percent of parity is 33.53, his subsidy would be 6.18 per pound, or 
$988.80. 

Now, this $988.80, Congressman, would be just like making a deposit 
with the Commodity Credit Corporation. Anyone who would buy 
his subsidy right or his certificate, whatever you might want to call it— 
it would have no fluctuating value. It would sell at parity because it 
would be just like a check on the Commodity Credit Corporation, or 
the same as a cash deposit. 

This right to purchase $988.80 worth of surplus stocks at the market 
price from the Commodity Credit Corporation could readily be con- 
verted into cash through a sale to the cotton trade. None of the sur- 
plus stock could be sold at market prices except through payment with 
subsidy rights—in other words, none of the surplus stock could be sold 
except by payments of these things which the farmers would have— 
except as follows: 

6. To further expedite the exportation of the surplus stocks, allow 
the Commodity Credit Corporation to accept 10 percent of any sale, 
but not more than 10 percent, in approved foreign exchange. This 
will help the countries that cannot obtain dollars to pay for cotton. 

7. If a farm reduced its yield below its allotted share, pay it a sub- 
sidy in cotton also until ok time as the surplus stocks disappear. As 
in the above instance, if the farmer raised only 14 bales, he would still 
be entitled to his subsidy of $988.80. Perhaps it would be helpful in 
keeping down production to pay an additional bonus for reduced 
production. 

You see that in itself would tend to hold production down, especially 
on some of the poor-producing land. 

Such a plan as this would improve the quality of the cotton crops. 
It would be very much to the advantage of the farmer to produce a 
higher type of cotton. Asan illustration, the above-mentioned farmer 
plants good seed and is careful with his picking. So, his crop is worth 
30 cents on the market. He recives 30 cents for his crop and 6.18 sub- 
sidy, making the value of his crop 36.18. But on the aie hand, if he 
planted a poor quality of cotton and his crop would only bring 20 
cents on the open market, the net value of his crop would be 26.18. 

It is my opinion that this plan will restore the cotton economy of 
the South to an active expanding economy, instead of a stagnant mess. 

In a few years we would have a complete liquidation of Government- 
held stock through normal trade channels. The cotton trade certainly 
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is in a better position to market the stocks in an orderly manner than 
the Government. 

The efficient American cotton farmer would regain his standing in 
the cotton markets of the world, and regain at least a portion of his 
lost markets. 

There is little doubt but that consumption of ‘American cotton would 
increase 5 million bales annually. The American cotton mill would be 
in a better position to meet the competition of synthetics and importa- 
tion of finished goods. 

Mr. Gatuines. Mr. Scroggin, would you stop right there for just a 
moment ? 

Mr. Scrocern. Yes, sir. 

Mr. Garuines. Did I understand from your statement that you 
feel that under your program, if adopted, that we would increase our 
exports over what we are selling now by 5 million bales? 

Mr. Scroaarn. No, I say an increase of the American mill consump- 
tion and exports to 5 million bales. 

Congressman, I have been in the cotton business ever since 1921. 
I can remember when we exported around 614 or 11 million bales 
in 1926 and 1927. I saw those exports die down when the Govern- 
ment got into the cotton business. 

Mr. Gatriinos. For several years, though, it got down pretty low. 

Mr. Scroeern. I saw the American mill consumption increase from 
around 414 million, when I started in the cotton business, up to right 
at 9 million now. Now, we have a possibility of regaining; and a 
very strong possibility. 

I have talked to several, especially to textile companies, tire-fabric 
people, who are using rayon. Now, he told me personally that if 
he could buy cotton at 2 cents a pound higher than rayon, he would 
transfer his mill over tomorrow morning back to cotton. 

I know of mill after mill that isin rayon. If they could buy cotton 
in the same price range, they would transfer back to cotton. I do 
not think there is a doubt in the world that we would get at least 
half a million bills for tire works back. I thilnk that is a very con- 
servative estimate. 

I think, like these rayon rugs and various and sundry other things 
that they are manufacturing in rayon, that we could regain our 
markets. I think the world would be surprised at the markets the 
country would regain. I do not think there is any doubt in the world 
but that we would export considerable cotton. 

Mr. Garutnes. Would we do that under Mr. Poage’s bill? 

Mr. Scrogern. Yes, sir; they would. 

The only objection I have to Mr. Poage’s bill is, if you do not mind 
me saying so, sir, that whenever we fix a price, we immediately give 
up any possibility of meeting our competition. You fix a minimum 
price there of 75 percent. 

We offered some cotton to Liverpool here, oh, a couple of years 
ago. Of course, we do not do any business with them now because 
all the exports are gone. They prefer Arkansas cotton. It is good 
cotton. We sold them 100 bales. It was, oh, about 50 cents a bale 
over the Government loan. 

Well, we tried to sell them some more cotton. They came back, 
and certain American firms offered them the same. They bought 
Mexican cotton at 50 points under the Government loan. 
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There was no possibility of us ever getting this business. So our 
cotton was stacked in the warehouses and the Mexican cotton moved 
in the trade center. 

So, wherever you put on a fixed price, you immediately give them 
an opportunity to undersell you to a very small degree, and that 
is all it takes to get the business. 

Now, if the farmer is protected, wherever the market may be, and 
if the market declines, according to this plan, the more cotton that 
will come out of the surplus stocks and will also be available to the 
market, the better chance he has to meet this competition. And the 
world will realize that American cotton will be free again, and I 
think the demand will be practically unlimited. 

Of course, those are personal suppositions. 

Mr. Poagr. It comes to a matter of how far we think we have to 
go in order to make a deal, doesn’t it? It is just a matter of trading. 

Mr. Scrocern. Yes. 

I do not think—of course, personally, I do not know—that any 
support price will allow American cotton to meet its competition. 
And I think the only possible answer, if the farmers are to continue 
to exist, is that. we will have to meet our competition. 

Mr. Poace, May I ask you this? 

Mr. Scroaern. Yes. 

Mr. Poager. I recognize the truth of what you say in there, ob- 
viously, that any time you announce any kind of a support, no matter 
how low it is, you are not as free to make trade as you would other- 
wise be. However, do you agree with the viewpoint that I have that 
no matter how low you drop American cotton—I do not care if you 
drop it to a nickel—some of these foreign growers will undersell you? 

Mr. Scroeern. I cannot agree with you. 

Mr. Poace. Then let me ask you why, because, for instance, in Mex- 
ico those people have gotten into the cotton business at great expense, 
in most of that area, because most of that new cotton area in Mexico 
is irrigated. Most of the new cotton area in the world is irrigated. 
And, it costs an average of probably $200 an acre to get that land in. 
Somebody has a tremendous investment in that land. When you have 
an investment in land, and productive capacity, whether it be land 
or a rayon mill, aren’t you going to try to get something out of it? 

Even though you are taking a loss, aren’t you going to try to get 
something out of it, rather than take a 100 percent loss? 

Consequently, aren’t they going to undersell the United States on 
what is already in production ? 

I am not talking about new production, because I think we can stop 


new production. But what is already in production, aren’t they 
going to undersell the United States no matter how low we go? 

Mr. Scrocern. Of course, I personally have seen quite a revolution 
in cotton production in Arkansas in the last 7, 8, or 10 years. I have 
seen the yield double and practically pops I saw the State of 


Arkansas this year average, with its hill 
541 pounds of cotton an acre. 

I think that the American cotton farmer, with his know-how and 
with his efficient farming, can meet the competition of any foreign 
grower, possibly, just like the American cotton mills meet the com- 
petition of Japan even though they do pay higher labor. They have 


and and everything else, 
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some offset for the high labor and higher tariff, and I think the only 
yay they are going to get it is in subsidy. 

And he is getting it, whether we call it subsidy or not. 

Mr. Poager. I agree with you on that. 

Mr. Scrocern. But, the thing I fear greater than anything else, 
Congressman, is synthetics as they improve and improve and improve 
and take over more and more of these markets right here in our own 
territory. 

I think if we got a chance to sell cotton in Liverpool or somewhere 
else in competition with foreign growths, that the American cotton 
man is as good a salesman as a Mexican is, and a Brazilian is. 

Of course, we have a free facility of hedge marketing. You seem 
to have the impression that we would have depressed prices. We have 
a future market for price insurance. Of course, it is of no value now 
whatsoever with the Government loan price. It does not represent 
the price of cotton any more except in a very hazy way. 

But if we had a free market, that future market would represent 
world prices and would fluctuate with world prices. And they can- 
not iidersall us, I do not think. 

I think the demand for cotton increases as the population increases, 
and more and more people take cotton. If we do not kill cotton in 
the meantime and allow synthetics to take over all the business, I 
think it is just a matter of time until there will be a demand for 20 
million bales in the South—maybe 10 years from now. 

Mr. Garnines. It is your thought that if you strike out the 75 
percent price support in the Poage bill and make it competitive 

Mr. Scrogarn. Yes, sir. 

Mr. Garruines. The features of the mills proposal—that goes along 
with the Poage measure to pay the differential ¢ 

Mr. Scrocern. Well, the only difference is this, too. We say pay 
this subsidy in this surplus stock rather than in cash to eliminate the 
surplus stocks that way. That is the only other difference in the two 
ideas that we have. 

We think that somewhere around 2 million to 214 million bales of 
the a stock would be liquidated. 

Mr. Poacr. But you won’t change the amount of surplus that is 
moved, will you? Because whether you have given it to a farmer 
whether it belongs to the United States Government, it is not going 
to move until someone wants to buy it. 

Mr. Scrocern. Well, of course, we have set up in this bill, which 
Senator Fulbright has presented to the Senate, Congressman, an arbi- 
tration board which will be composed of men approved by the cotton 
mills, by the cotton trade and by the Government, to reclass this cotton 
as it is released correctly. And their findings will be like our arbi- 
tration board’s are now. 

Mr. Poacr. I understand that, but that is not going to have any- 
thing to do with whether a man is going to buy or not. 

Mr. Scroeern. We think these subsidy rights—I use that expres- 
sion—negotiation certificate, or whatever you might care to call them, 
will sell at better than parity and the demand for them will be great 
because you can buy cotton that is not subject to arbitration. 
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And that type of cotton could be handled for practically nothing 
because it would be just like handling a Government bond. 

Mr. Poage. I understand that, but what I am saying is the fact that 
you have turned the ownership of that cotton over to somebody does 
not make it any more desirable from the standpoint of the mill that 
wants to buy cotton. 

The mill would just as soon buy the cotton from CCC. The mill 
does not care who owns the cotton. 

Mr. Scroeein. We think this, that the cotton trade, there being so 
many people in it, and having perhaps a little bit more knowledge of 
the market, can liqudate cotton at a much higher price than the Gov- 
ernment can liquidate cotton. 

Mr. Poaae. I agree with you on that. All I am saying is that the 
mere fact that you turn the title over to John Henry Jones does not 
change the demand for that cotton one iota. 

Mr. Scrocein. That is true. 

Mr. Poace. And it is gomg to depend on who owns the cotton. The 
demand is going to depend o nthe price the people want to pay for it. 

Mr. Scrogarn. I have never seen, even when the price was five cents 
a pound—of course, money was pretty scarce then—when you could 
not sell cotton. I have never seen the time when cotton could not 
be sold at a price. 

Mr. Poage. Sure you can. All I am saying is that you are not 
changing the price by turning it over to him. 

Mr. Scrogein. No. Now, the farmer could take that cotton him- 
self and resell if he wanted to. 

Mr. Poage. Sure. 

Mr. Scrocern. Or he could sell his rights to somebody else for 
them to take it. And whatever the ee was the day that the 
rights were presented would be the amount of cotton that you would 
get for that much money. 

Mr. Poace. But you are not following my point. 

Mr. Scroaern. Maybe I missed it. 

Mr. Poagce. Oh, maybe I am not clearly expressing it. 

All I am saying is, as far as I can see, this proposal, like Mr. Ben- 
son’s soil baal proposal, to swap for existing bales of cotton, does 
not add one iota to the demand. 

Mr. Scrocern. That is true. 

Mr. Poage. And you are not going to move any more cotton by rea- 
son of transferring the ownership. ‘There may be some reasons for 
doing it, but it is not going to increase the consumption of cotton a 
bit in the world. 

Mr. Scrocern. No, I did not contend that it would, Congressman. 
1 only said that by having a free market and by having a competitive 
market I am glad to have the market. 

I think it is a good thing, but I do not think we ought to assume 
that it is going to increase the sales. 

Mr. Garuines. Thank you, Mr. Scroggin. 

Mr. Scrocern. Thank you. 

Mr. Gatruines. We also have Mr. Floyd Halvorson of the National 
Grange. Is Mr. Halvorson here? 
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STATEMENT OF LLOYD C. HALVORSON, ECONOMIST, THE 
NATIONAL GRANGE 


Mr. Hatvorson. The loss of foreign markets for farm products and, 
m a broader sense, our inability to fully develop them, is a matter of 
grave concern to the National Grange and has been for a number of 
years. Loss of foreign markets is a major factor in the decline of 
farm income and the accumulation of our surplus. 

At our last annual session, our delegate body said: 

We assert that American farmers have a right to a fair share of the world 
market, and we insist on finding ways of reattaining our fair share. 

It is evident that a price-support program which reduces the pro- 
duction and marketing of an export crop in only the United States 
is more likely to result in our withdrawi ing from world markets than 
in appreciably raising farm prices. 

We are pleased that this committee is studying the problem of 
the loss of foreign markets for cotton and what to do about it. 

We can accept, the method proposed in H. R. 8658 and H. R. 8659 
only as a temporary device for solving our cotton problem, and then 
we have serious doubts about it. We must recognize that our own 

olicies of the.past have stimulated farm people in other lands to go 
into cotton seit ion. For us now to decide unilaterally and abrupt- 
ty how much cotton we shall sell without regard to our cost of pro- 
duction, or possibly without regard to the effect on the world cotton 
price, is a matter that we may need to go into with moderation and 
only for a specified temporary period. We should not sell so much 
cotton that the world price would fall below what we might consider 
a reasonable cost of production in more efficient areas. 

As a long time policy we cannot support a provision to determine the 
American farmers’ fair share of the world cotton m: arket by Govern- 
ment edict. We believe we must speedily reach a decision to permit 
competitive prices to operate in the market place in such a manner as 
to properly determine the American producers’ share of the world mar- 
ket, and to reverse the trend toward an increasing volume of “state 
trading.” 

This does not mean that the American producers can be expected to 
live on such income as comes only from competitive pricing under 
present conditions. We apologize to this committee sa to the cotton 
producers for not having successfully worked out the details of a pro- 
gram for cotton such as we believe we have perfected for wheat and 
rice which is now under consideration. We are, however pleased to 
advise this committee that our National Grange cotton committee is 
hopeful of presenting a 1956 Grange cotton program in the very near 
future. With all this in mind, we urge that any action on this legis- 
lation, which, we concede, is prompted by the exigencies of present 
circumstances, but about which we raise serious question as to its long- 
term value, be limited in duration to June 30,1957. If it works w ell 
and if we have failed to deliver a sound long-range program, we could 
extend it next year. 

We believe that a sound long-run program for cotton should not 
involve the Government as a dominating force in the market, and we 
should not need to determine our fair share of the world market by 
administrative decree. A sound cotton program should also preserve 


COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 227 


the right of cotton farmers to produce for the world market at com- 
petitive world prices without export subsidies. 

We recognize that the Secretary of Agriculture now has authority 
to sell CCC cotton at competitive world prices. When cotton is sold 
on the world market without a direct link to cost of production, and 
without even a direct connection to marginal cost of production, it 
must be done with considerable care. Otherwise we may be guilty of 
economic aggression. 

On the other hand, we recognize that there are many American 
cotton farmers who would be able to produce cotton for the world 
market in competition with foreign producers without benefit of an 
export subsidy or its equivalent. Because of this we are certainly justi- 
fied in selling our surplus cotton at below acquisition costs and storage 
on the world market until we develop a cotton program that puts cost 
of production of our cotton farmers up against the world price. 

We have a right to regain our fair share of the world cotton market, 
but in the long run this can only be done in a fair way by competition, 
which will finally be based on cost of production. We also, however, 
believe that the use of an export subsidy to regain world markets is 
proper and fair, if it is only for a year or so, and if it is administered 
with proper regard to our lomamaak potential role in the world cotton 
market. 

We recognize the need for concern with the world political con- 
sequences of our economic policies. This does not mean, however, 
that we should restrain our own efficient producers for the economic 
benefit of others. We should take the position, however, that sales 
on the world market that practically disregard costs by the use of 
direct or indirect subsidies is not only economically unsound, but also 
morally objectionable, unless such sales are confined to a time and 
volume dictated by the consequences of other market pattern dis- 
tortions. 

Now, I have struck the next four paragraphs of my testimony. 
I might say that the reason for striking it was that at first we 
thought that the logical thing, to make sure that we would not re- 
import the cotton that we exported because of this differential between 
our domestic price and the world price, would be to put on a com- 
pensating tariff for the amount of the differential between the price 
our domestic mills pay for cotton and what the foreign mills pay 
for cotton. 

Even though I struck this proposal, I think that it will be con- 
sidered very seriously by our cotton committee. 

However, we do have a current policy which I would like to read: 

The National Grange supports setting import quotas for cotton textiles at 
such a level as will permit the maximum amount of trade without serious 
injury to cotton farmers and the industry. 

This was adopted by the delegate body of the National Grange. 
You will note in there we have the criteria of serious injury to the 
cotton farmers and the industry, and that is somewhat different from 
the provision in the bill. 

Now, my last paragraph is this: 

We do not have a position on section 2 of the bill at this time, but 
we probably will have after our cotton committee comes out with 
a Grange cotton program. 
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Mr. Garuines. But you do favor the provision of section 1 pro- 
viding that the limitation is placed in there for June 30, 1957? 

Mr. Hatvorson. Yes, we do. And we would just throw in for the 
record a word of caution that we do not go out and sell our world 
share without regard to any consequence that it might have on the 
world price. 

Mr. Garuines. Any questions, Mr. Abernethy ? 

Mr. Apernetuy. No. 

Mr. Garuines. Thank you so much for your patience. We appre- 
ciate it. 

Off the record. 

(Discussion off the record.) 

Mr. Garuines. On the record. 

The hearing will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 5:30 p. m., the hearing adjourned, to reconvene at 
10 a. m. the following day, Wednesday, February 8, 1956.) 





COTTON IMPORTS, EXPORTS, AND MINIMUM 
ACREAGE ALLOTMENTS 


WEDNESDAY, FEBRUARY 8, 1956 


House or REPRESENTATIVES, 
ComMopity SuBCOMMITTEE ON CorrTon, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 11 a. m., in room 1310, 
New House Office Building, Hon. E. C. Gathings presiding. 

Present: Representatives Gathings (presiding), Pet, Jones, and 
Abernethy. 

Also present : Representative Elliott (Alabama). 

Mr. Garuines. The committee will come to order. 

We hope to proceed as expeditiously as possible with these hearings. 
We will hear from Mr. Sisk first. 

Will you give us your statement. 


STATEMENT OF HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Sisk. I do not have a written statement. I eens wanted 


to appear before the committee this morning to in 
in any changes that might occur in cotton acreage. 

I understand, of course, that the bill which you have before you does 
propose some increase of 1 perave in cotton acreage which I believe 
primarily was intended to bring up the acreage of certain growers 
with minimums of, say, 4 acres or thereabouts. 

It is also my understanding that a compromise has been worked out 
whereby, I believe the National Farm Bureau has concurred, to the 
effect that any increase that might be brought about, there would be 
certain provisions making it possible that States not receiving acreage 
under the-so-called 4-acre provision would still be taken care of on a 
percentage basis for banduhies acreage. 

As I say, I am speaking primarily without a great deal of knowl- 
edge of just exactly what you gentlemen have in mind and without too 
much knowledge of the bill before you, but primarily to indicate the 
interest of those of us in California, certainly, in a fair and equitable 
distribution of any increase in cotton acreage that might be voted 
through any type of legislation. 

r. Gatuines. This acreage would be some 170,000 acres—165,000 
to 170,000 acres that would be used for these particular cases of 4 
acres or the highest planted in the last 3 years, to bring them up, 
whichever is lower. 

Mr. Sisk. That is right. 


icate my interest 
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Mr. Garuines. We have held hearings here for several days on it. 
Do you oppose the provision ¢ 

Mr. Sisk. I do not want to be here in the position of opposing any- 
thing at the moment, but is it true, if I might be permitted to ask, 
there has been a compromise agreed upon set forth by the National 
Farm Bureau wherein States not receiving any acreage under the 

rovision which you mentioned would be taken care of up to 1 percent 
bebiel on their percentage? Is that correct? 

Mr. Garuines. I do not know of any compromise so far as our 
committee is concerned, that has been nentiaiel through, by, between, 
for, or on behalf of any organization. 

We will continue these hearings and if the gentleman from Cali- 
fornia would like to be heard further, we will be delighted to have you 
come and testify. But if you have any further points, we would like 
to hear them now. 

Mr. Poacer. I wanted to ask some questions. 

Mr. Sisx. I am not here speaking for either the national or the 
California farm bureaus. I agree with them and I disagree vigor- 
ously sometimes with them. This was some information that I had 
and I understand apparently that is not exactly right. 

Let me simply make my position clear to this extent, that any in- 
crease in national acreage which does not give some consideration to 
all States growing cotton then I certainly would oppose that. I would 
be impelled to. 

Mr. Garuines. You would oppose this because this is strictly for 
the small farmer, to bring him up to a livelihood in earning power. 
That is what it is. They are not in my district but at the same time 
it is needed in many, many districts throughout the belt. 

Mr. Sisx. Let me add that I have what we term to be a lot of small 
farmers in my district. Yet I realize that they all grow more than 
4 acres and the point is that if we are going to tie anything to 4 acres, 
without any consideration of hardship cases with reference to what 
might be termed an economical farm unit then certainly I would be 
impelled to oppose it, without some considerations, as I say, and I 
have discused with my colleague from Arizona, Mr. Udall, and he and 
I concur in the idea that we do feel that equitable consideration 
should be given to all States considered. 

Mr. Garutngs. Yes. Mr. Abernethy wanted to ask you a question. 

Mr. Asernetuy. Mr. Sisk, would you agree then to just give back 
to these little farmers, the acreage that was taken away from them 
2 or 3 years ago that was given to the West—would you go just that 
far? 

Mr. Stsx. Do I understand that you mean to take cotton from the 
West and give it back to these ? 

Mr. Apernernuy. I say, would you agree to give back to these little 
farmers the acreage that was taken away from them and given to the 
West 2 or 3 years ago? Would you go that far? 

Mr. Stsx. I will say this: That I have a great deal of sympathy for 
the man who grows less than 4 acres of cotton. Iam certainly not here 
opposing seeing his acreage brought up. 

Mr. Asernetuy. I appreciate that. Would you just give back that 
portion that you took away from him ? 

Mr. Sisk. I would say this 

Mr. AnernetHy. Without going that far? 
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Mr. Sisk. I could not take a position here, I might say to the gentle- 
man from Mississippi, of being willing to agree to the taking from my 
growers of any acreage which they have at the present time. There 
have been tremendous cuts in our area over the last 3 or 4 years. 

Mr. Anerneruy. You got an increase this year when everybody else 
got a cut? 

Mr. Sisk. Yes. 

Mr. Gatuines. In my district when I go home they would ask, “Why 
was it California got an increase in 1956 and Arkansas took a cut?” 

Mr. Anerneruy. Let me finish there—which substantiates the posi- 
tion that we took when you fellows came here and took that acerage 
away from us, we told you then that this moving base would work out 
and that it would reflect trends and its has. It is being shown this 
year that it does reflect trends. 

Even though the national allotment has been cut, you folks got an 
increase this year; did you not? 

Mr. Sisk. Yes; a very slight increase. 

Mr, AnernetHy. Do you think that is fair? Do you think it is fair 
to cut the rest of the Belt and increase yours ? 

Mr. Sisk. Yes. 

Mr. Anernetuy. You do. You think that is fair? 

Mr. Sisk. No—just a moment—if you will let me clarify my think- 
ing—I think it was unfair that we were not permitted to count the 
year of 1949 all of the time in the figuring of acreage. 

Mr. Anernetuy. That is another question. 

Mr. Sisk. I appreciate it is but it is all tied to it. 

Mr. Asernerny. I respect you in your position and I respect the 
fact that you have a right to represent your people. 

But do you think it is fair that you got an increase and the rest of 
the belt got a cut? Do you think that is fair? 

Mr. Sisk. I would say, Mr. Abernethy, that if we were taking from 
your people to get an increase this year that would not be fair. 

Mr. AserNetuy. Do you think it was fair to take from us 3 years 
ago, then? 

Mr. Sisx. I am not aware of just what happened 3 years ago, be- 
cause I was not here, Mr. Chairman. 

Mr. Anprnetuy. I will not press it. 

Mr. Sisk. Let me conclude. 

Mr. Garuines. This added acreage here is not considered in future 
allotments at all. You have read that part of the bill ? 

Mr. Sisk. Yes. Let me finish. 

Mr. Garntnes. Certainly. Will you continue to oppose that 
provision ? 

Mr. Sisk. Let me conclude, Mr. Chairman, by saying this, that I 
will give a further study to the bill because it was when I came down 
this morning my understanding in general that there was a specific 
amendment which had been agreed to. 

I find that is not true. I would like to have an opportunity to 
reconsider the bill and if you continue hearings neealtihy ask for a 
new hearing because I do not propose to come down and to oppose 
everything which might help the small farmer anywhere in any area. 

Mr. Garnines. Very fine. F 

Mr. Sisk. I think we have no disagreement there. 
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Mr. Garutnes. The hearings will be continued and you will be 
given a further opportunity, because we are going to hold hearings 
on the 16th. 

Mr. Sisk. Thank you. 

(The following was submitted for the record :) 


HovusE OF REPRESENTATIVES, 
Washingon, D. C., February 29, 1956. 
Hon. E. C. GATHINGS, 
Chairman, Cotton Subcommittee, 
Commitee on Agriculture, House of Representatives. 


DEAR COLLEAGUE: On February 7 I had the pleasure of appearing-before your 
committee during its hearings on H. R. 8658 and H. R. 8659, introduced by you 
and Congressman Abernethy, to amend the Agricultural Act of 1949 with respect 
to cotton. At that time I indicated that I was generally in favor of a number 
of the provisions of the proposed legislation, but that I wanted to express my 
approval and support of a compromise proposal advanced by the American 
Farm Bureau Federation which would involve amendment of section 2 of these 
bills. 

It appeared at that time that members of your committee had not yet received 
the proposal to which I referred, and on the basis of my testimony there was 
some doubt as to its nature and my position. 

In order to clarify this matter, and in the interest of having the reeord 
reflect my views, I would appreciate having this letter and the enclosure made 
a part of your record. 

I have now received a revised statement of the American Farm Bureau 
Federation, which I understand has been filed with your committee by Mr. 
Frank K. Woolley, legislative counsel for the federation. Pages 8 and 9 of a 
mimeographed statement by Mr. Woolley expresses the views of the federation 
on minimum acreage allotments, and I am enclosing these pages. This proposal, 
which would involve an increase in acreage allotments for hardship cases, and 
which would allow a minimum of 1 percent increase in acreage in all cotton- 
growing States, is the proposal I believe to be fair and equitable, and which I 
was supporting before your committee. 

With my best regards. 

Sincerely, 


B. F. Sisk, 
Member of Congress. 


MINIMUM ACREAGE ALLOTMENT 


The board of directors of the American Farm Bureau Federation in June 1955, 
went on record favoring the principle of a minimum acreage allotment. The 
language that the board had in mind at that time was somewhat as follows: 

“That section 344 (b) of the Agricultural Adjustment Act of 1938, as amended, 
is amended by inserting before the period at the end thereof a colon and the 
following: ‘Provided, That the Secretary shall determine the amount of addi- 
tional acreage allotment required to establish minimum farm allotments pur- 
suant to subsection (f) (1) of this section and the amount thereof or an acreage 
equal to 1 per centum of the national acreage allotment, whichever is smaller, 
shall be apportioned to the States on the basis of their needs for such additional 
acreage allotment, as determined by the Secretary, and the additional acreage 
allotment so apportioned to the State shall be apportioned to the counties on 
the same basis and added to the county acreage allotment (after deduction of 
the county acreage reserve) for apportionment to farms pursuant to subsection 
(f) of this section : Provided further, That the additional acreage allotment made 
available for any State shall not be less than the acreage determined by multi- 
plying the State acreage allotment by the smaller of (1) 1 per centum or (2) 
the percentage which the total acreage determined by the Secretary under the 
foregoing proviso as required for minimum farm allotments is of the national 
acreage allotment; and any additional acreage allotment allocated to a State 
pursuant to this proviso shall be used, to the extent needed, to provide minimum 
farm allotments, and any remainder shall be added to the State reserve and used 
for the purposes specified therein. 

“Sec. 2. Section 344 (e) of the Agricultural Adjustment Act of 1938, as 
amended, is amended by inserting before the period at the end thereof a colon 
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and the following: ‘Provided further, That if the additional acreage allotment 
allocated to a State under the provisos of subsection (b) is less than the require- 
ments for establishing minimum farm allotments for the State as determined 
under the first of such provisos, the acreage reserved by the State committee 
under this subsection shall be not less than the smaller of (1) the remaining 
acreage so determined to be required for establishing minimum farm allotments 
or (2) 3 per centum of the State acreage allotment; and the acreage which the 
State committee is required to reserve under this proviso shall be allocated to 
counties and added to the county acreage allotment (after deduction of the 
county acreage reserve) for apportionment to farms pursuant to subsection (f) 
of this section.’. 

“Sec. 3. Section 344 (f) of the Agricultural Adjustment Act of 1938, as 
amended, is amended by changing paragraph (1) to read as follows: 

“*(1) Insofar as such acreage is available, there shall be allotted the smaller 
of the following: (A) four acres; or (B) the highest number of acres planted to 
cotton in any year of such three-year period.’ ” 

With this amendment, the provisions of H. R. 8658 would be in accordance with 
the understanding of the American Farm Bureau Federation of what the cotton 
producers throughout the country are agreed upon. 

Mr. Gatrninas. The next witness is Mr. Kenneth A. Roberts, 


Representative of Alabama. 


STATEMENT OF HON. KENNETH ROBERTS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Roperts. Thank you, Mr. Chairman and members of the 
commitiee. 

Mr. Chairman, I do not want to impose on this committee. I know 
you have a lot to do and I would like to tell you about the length of 
my statement, and I will be glad to give it in short form or any way 
that it will accommodate the committee. I have about 3 pages double 
spaced. Iam a pretty fast reader. 

Mr. Garuineos. That will be fine, just any way that you desire to 
proceed. 

Mr. Roperts. Mr. Chairman and gentlemen, I appreciate this op- 
portunity to submit my views to the Subcommittee on Cotton of the 
House Committee on Agriculture relative to H. R. 8658 and H. R. 
8659, legislation to amend the Agricultural Act of 1949, as amended, 
and the Agricultural Adjustment Act of 1938, as amended. 

I wish to urge this committee when reporting the above legislation 
that section 2 (n) be amended so as to include a proviso to establish 
a 5-acre minimum cotton acreage allotment, and a proviso to freeze 
the 1954 cotton acreage allotments. 

Mr. Chairman, I cannot overemphasize the need for the committee 
to take this action. The cuts in acreage which have been made since 
1954, paring some farmer’s acreage to less than 1 acre, have created 
serious social-economic problems for most of Alabama’s cotton 
farmers. 

These severe cuts are driving many farmers and their families to 
destitution. Many of the farms in the Cotton Belt of Alabama do 
not possess the degree of fertility found in the western areas, and a 
cut below 5 acres simply leaves the small cotton farmer without any 
cash crop and he cannot possibly earn a living, nor can he provide 
his family with the necessities of life. 

I would like to point out that one of the counties in my district 
suffered as much as a 33-percent cut in acreage in the 1956 allotment 
compared to the 1954 allotment. This 33-percent cut occurred in a 
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county with a total of 2,858 acres in 1954, cut down to 1,908 acres 
for 1956. 

I am sure it is self-evident that the cutback of every acre in this 
county spelled hardship and poverty for the farmer affected. The 
average percentage of cut for all the counties in my district was 
25.8 percent. 

Mr. Garuines. What year is that? 

Mr. Roserts. That is comparing 1954 with 1956. 

Mr. Garutnes. Thank you. 

Mr. Roserts. Now, Mr. Chairman, I would not object so strenu- 
ously if I felt that the reduction in acreage was necessary and was 
being borne equitably by all the cotton farmers across the Nation. 
But this does not seem to be the case. 

I have noticed that the reduction in the 1956 national cotton allot- 
ment is 4 percent from 1955’s allotment. The reduction in Alabama 
is greater than that of the Nation. Alabama is cut 7 percent while 
the Nation is cut 4 percent. 

The cutback in my own district is still higher than the Nation’s 
or the State of Alabama. The 8 counties in my district suffer a 10 
percent reduction in the 1956 allotment compared to the 1955 quota. 

This is an intolerable situation; one which spells economic death 
for the small independent farmers who are the heart of the agricultural 
South. 

To personalize this situation, I would like to quote to the com- 
mittee a portion of a news column which appeared in the Sylacauga 
Advance late in 1955. In the article, a county agent is being inter- 
viewed regarding the 1956 allotments. 

The facts are simple, the agent said. A little more than 20 years ago when 
eontrols were first started by the Roosevelt administration, Talladega County 
had 55,000 acres of cotton. 

Ten years ago it was allotted 35,000. 

In 1951, 1952, and 1953 there was no controls. 

When allotments were voted in again in 1954, the county acreage was set at 
18,000 ; in 1955, 15,000; and for the coming year, 12,000. 

Our yield per acre is increasing, of course, but not anywhere near that 
ratio, the agent said. 

Many of our farmers depend on cotton, they don’t know anything except 
cotton. 

With this 20 percent cut in acreage, I don’t see how they can make a living. 

The agent said that high prices for cotton are a good thing but if cotton is 
selling at $1 a pound and our farmers don’t have any to sell, it’s not doing 
them any good. 

Controls are already tight and it looks like they will get tighter, the county 
agent said. 

The question is what can we do about it. 

I don’t have the answer. 


I urge this committee to consider the destitute plight of the small 
cotton farmer who simply cannot exist on less than 5 acres. The small 
independent farmer has long been the economic backbone of our 
country. 

We would encourage him, not punish him. We should respect his 
character and integrity. We should not legislate him off his land. 

With the farm income constantly declining, at its lowest since 1940, 
it does not seem just to me for the Federal Government to select one 
segment of the farming industry and impose additional burdens upon 
it by cutting its jugular vein, its very lifeblood, the land which it must 
have in order to grow its crop. 
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I beseech this committee to enact a 5-acre cotton acreage allotment 
and to freeze the 1954 cotton acreage allotment. 

Thank you very much, Mr. Chairman, for this privilege of appear- 
ing before your committee. 

Mr. Garuines. Thank you very much, Mr. Roberts. 

Mr. Roserts. Thank you. 

Mr. Gatutnes. Any questions? 

Mr. Poagce. I would like to ask about that freezing matter. Do you 
propose after cotton has begun to be planted to change the acreage 
allotments in other States? In my State cotton is already being 
planted. You cannot plant cotton by Jaw at any time other than 
from the 1st of February to the 15th of March in certain counties in 
Texas. 

In order to control pink bollworm we fix the date at which you can 
plant cotton and that date has already started. And would you change 
their allotments now ¢ 

Mr. Roserts. Of course, I realize that is impractical but in this 
whole business of trying to do something about this situation, why 
all of us, of course, have made many efforts, have introduced various 
bills. 

I realize that this committee knows a lot more about cotton than 
I do, but I do think, Mr. Poage, getting back to my original proposition, 
that unless we intend to absolutely eliminate the man who is a mar- 
ginal operator as some in this country seem to want to do, we have to 
give him enough to at least keep him off the welfare rolls. 

Mr. Poage. I want you to understand I agree that we cannot just 
keep cutting people down to where we give them cotton acreage com- 
parable to what we have done in tobacco. We cannot do that. That 
is obvious if we are to maintain any cotton economy. 

One other phase I would like your views on, that is, in this bill, 
of course, you referred primarily to the acreage allotment. 

Mr. Roperts. That is right. 

Mr. Poagr. I think the more vital part of this bill relates to our 
He ws market and making our legislation—our cotton competitive. 

r. Roserts. I might say I have read the Poage bill and I studied 
your analysis of that situation. I do not know how far I could go 
with you but I think there is quite a bit of merit in your bill. 

Mr. Poace. I just wanted to ask if you will agree with me on this, 
that if we make cotton competitive, and I am for making it competi- 
tive, that we should charge the cost to society as a whole and not 
simply to the cotton farmer. 

Mr. Roserts. I would certainly go along with that. 

Mr. Poace. That is all. That is all there is to my bill. 

Mr. Garuines. Thank you so much. 

Mr. Roserts. Thank you, Mr. Chairman. 

Mr. Gatuines. The next witness is W. J. Bryan Dorn, of South 
Carolina. 


STATEMENT OF HON. W. J. BRYAN DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Dorn. Mr. Chairman and gentlemen of the committee, I have no 
prepared statement. I would like to preface my remarks by saying 
that I actually live on the farm, have never lived anywhere else, and 

73191—56——16 
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have never had any other source of income, other than from the farm 
and public office. 

So I feel like to a minor degree, at any rate, I am qualified to talk 
on this subject, although I am not too familiar with many of the tech- 
nicalities and the situation in general, 

I am very much in favor, Mr. Chairman and gentlemen of the 
committee, of some provision made such as a 4-acre minimum or in my 
own particular recommendation would be a 5-acre minimum, for the 
simple reason that many of these people have no other source of 
income. 

I checked on that last fall in my district. And I had people who 
came to me with 3 and 4 acres of cotton, with 7 children to support, 50 
years old, and he told me that he tried to get a job in the textile plants 
and they would not hire him because he was too old. 

He asked, “What am I going todo? How will I support these seven 
children ¢” 

You run into instances like that. In industry, Mr. Chairman, all of 
the members of the subcommittee are well aware that you cannot go 
into industry now. I will say 40 years old, Mr. Chairman. They 
would hesitate before they would employ me at 39, if they could get a 
man 21. Of course, they would not hire me. That is the situation 
they run into, Mr. Chairman. 

And I say that these people pay taxes and they are entitled to an 
opportunity to make a living for their families and for themselves. 

And I might remind the chairman that it is 15 years before a 50- 
year-old man is eligible for social security. What will he do these 15 
years? Are his kids going to be denied the opportunity to go to col- 
lege, because his parents do not have the money, and do not have the 
opportunity or the source of income to even make an income. 

I think it is certainly a very pertinent question. 

I commend the chairman of this subcommittee for trying to do some- 
thing about it, and the members of the subcommittee here, too. 

I would even go further and say that where a man—I think it should 
be written into the law—where a man has no other source of income 
whatever—we have a lot out on the farm who own property in town 
and who have other sources of income but where a man has 2 or 3 
acres of cotton and no other source of income, I do not care what his 
cotton history is, he should receive some consideration, and be per- 
mitted, if he wants to, to make an honest living for his family without 
going over and trying to produce some other things that are in 
surplus. 

These people, Mr. Chairman—I know what I am talking about— 
bee ‘ause in my home county, Greenwood County, S. C., in 1910 planted 
79,000 acres of cotton; in 1919, 71,000 acres o cotton; if I reeall cor- 
rectly, i in 1929, about 39,000; in 1939, 19,000, and this year we are al- 
lotted around 4, 000 acres, for 1956, 

We have voluntarily diversified agriculture in South Carolina. 
The Extension Service preached that 20 or 25 or 30 years ago. We 
feel for it. I think it wasa good principle or a good ideal, but where 
has it gotten the people of Greenw County—all the way from 
79,000 to 4,000 and the country has grown up in broomstraw and briar 
patches and the people have gone. 

Mr. Garuines. Do you have any recent figures on population as 
against. 1950 on that? 
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Mr. Dorn. I do not have them right here in mind, Mr. Chairman. 

Mr. Garuineos. They could have moved into the cities. 

Mr. Dorn. They did move off, and they were enticed into industry 
by wartime wage scales, and they thought they were doing the patriotic 
duty, they were encouraged to do wouliens is a war plant, a plant mak- 
ing cotton goods for the Army—so they went into the plants—came 
back and lost the cotton acreage and for some of them circumstances 
changed they could not plant much, they could not get help and they 
are being penalized for that. 

I realize that you have to consider the overall situation, but I am 
sure in the gentleman’s district there are similar cases and cireum- 
stances. We are not getting any credit in South Carolina for volun- 
tarily reducing cotton acreage and diversifying agriculture as 
preached by the Department of Agriculture 20, 25 years ago. 

Mr. GATHINGs. The Department of Agriculture came here yester- 
day and opposed this bill, I want to say to you. It is our job as I see 
it to pass legislation. 

Mr. Dorn. Exactly. 

Mr. Garuines. If the Department of Agriculture—the Secretary of 
Agriculture, his Assistant, opposed this bill here yesterday. If they 
make a recommendation to the President of the United States that 
such a bill, if passed, be vetoed, it is still our job to legislate. 

Mr. Dorn. Override the veto, yes, sir; Mr. Chairman. I agree with 
you on that. 

And I am not in favor of the Department of Agriculture or the 
State Department or any other Department of the Federal Govern- 
ment telling this Congress what to do or planning the economy of 
America in an overall world p attern, putting the world first, and the 
welfare of this country nn 

I am not in favor of that. That is the reason why I am happy that 
we have members representing the people like the members of this 
committee who know something about the problems of America and 
who represent America first, and who I think have just as kindly an 
attitude toward the rest of the world as some of these feilows do, but 
by destroying America, you are not going to help the free world—you 
are going to destroy the free world. 

Because we are the heart and core of the free world and I say you do 
more to protect the free world by protecting the agriculture and 
economy of this country first than you protect the free world, because 
we are the only protection the free world has. 

I will say that to the State Department and to the Agriculture 
Department and the President and all of the rest of them. 

must hasten on. You are very busy. 

There is another thing that farmers, my neighbors, and my people 
call to my attention frequently, Mr. Chairman, is this off again and 
on again. They maybe have 2 acres 1 year and then a few years ago 
it was off altogether and they could plant 10 acres. 

I think your bill here would rectify that situation. It would 
subiliensthey would know where they stood. A little farmer would 
know that next year “I will be able to plant 4 acres of cotton.” So he 
can plan accordingly but when he does not know whether he will have 
2 acres or what he will have, it is a bad situation. This will certainly 
stabilize it. Iam in favor of it for that reason, too. 
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And on this question of quotas, I think that is embodied in your 
bill, too, in Mr. Abernethy’s bill 

Mr. Garuines. Yes. 

Mr. Dorn. Anything that will help protect the American textile 
industry will help protect the American cotton farmer. They buy 76 
percent or thereabout of the cotton in the United States. 

And if you hurt the largest purchaser of American-grown cotton you 
hurt the cotton farmer. I say that as a farmer, and I have had yet 
to have anyone refute that statement. 

And as far as some foreign countries are concerned, I know that 
since their importation of their goods into this country was increased, 
they bought less American cotton. And I do think that a very serious 
study should be given by your committee—and I am sure it will be— 
to exporting more cotton. 

We went along with en trade. We thought that was the 
answer to many of our problems. But I would like to remind you 
that in 1933, the year before reciprocal trade went. into effect, we 
exported 8,300,000 bales of cotton. Of course, I know that other cir- 
cumstances entered into that but the cold facts are there, and every 
year we extended reciprocal we exported less and less cotton. | 
do not say that was the cause of it. It was not the cure-all that it 
was supposed to be. We have lost our export market. 

I do commend you again for trying to do something about that. I 
think serious study should be given to the two-price system, to dump- 
ing this cotton if they wanted to call it that. I do not like that term, 
but getting rid of it. There are people overseas who need that from 
my observation. 

I could say something about the State Department representatives, 
but I will not do it. Most of them, I know, are sincere. They sub- 
scribe to an overall theory that they are destined to save the world. 
I want to repeat, if you will save the free world you have to save 
America first and build up this country as the heart and the core 
and the foundation of freedom for the rest of the world. 

I feel very deeply about this problem. I dislike to mention a per- 
sonal problem. I live on a cotton plantation that has been growing 
cotton way before the War Between the States. The house that I live 
in was there when the Confederate War started and they were grow- 
ing cotton there then. I am allotted on that plantation 3 acres of 
cotton. Of course, I do not plant it. I give it back to the county 
committee in the hopes that some little farmer will get it, who needs 
it much more than I do. However, if I could get 5 acres I might 
plant it. 

Certainly, it is not worth while for me to try to plant 3 acres. 
That I would say is not altogether my fault. I had to go to the Army 
for 31% years. I had six brothers in the Army with me. My mother 
and father were there alone and could not work cotton during World 
WarlII. They could not get help. The help left. 

I came back after the war was over. The help was gone then. I 
am only giving you an illustration so I know you can better judge 
some of the other farmers. That is what happened. We lost our 
cotton acreage. We have 3 acres on the plantation that used to pro- 
duce 50 and 60 bales of cotton and more for over a hundred years. 
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I mean that is a serious thing with some people. At the moment 
it is not hurting me much. I have gone into cattle, but they are in 
competition with Mr. Jones and Mr. Poage. I still have to pay taxes 
on that place. I will have to get some income from it. I will have 
to go into competition with other people if I am not permitted to 
plant a little cotton. 

I do not say I would do it. I am trying to tell you, as you well 
know, Mr. Chariman, that there are other people in that same boat 
with no source of income at all. 

I commend you for trying to remedy this situation, the Agriculture 
Department not withstanding, and I agree with you that the economy 
of this whole country should have to Sear the burden of helping the 
little fellow stay on the land. 

And I can say to you today that I have never seen a Communist 
driving a tractor or plowing a mule. I have never seen a Socialist out 
there. This thing is more far-reaching than the income of the little 
a It goes into the basic fundamentals of the American way 
of life. 

I am closing now, Mr. Chairman. 

The American family-sized farmer is just as American as the Con- 
stitution, as the Declaration of Independence and George Washing- 
ton and Thomas Jefferson. You take him out of America and you 
have destroyed the America that we have known, Mr. Poage, for 167 
years. Then you become a Socialist kind of oligarchy with people 
all looking to Washington. And the farmer looks to himself more 
than any other citizen. 

I could say a lot more but I am sorry for having taken so much 
time. 

Mr. Gatrurnes. Thank you so much, Mr. Dorn. 

Mr. Dorn. Thank you. 

( Discussion off the record.) 

Mr. Garutnes. We are glad to have Mr. Wickersham, a former 
member of this committee, with us. 


STATEMENT OF HON. VICTOR WICKERSHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. WickersHam. I will make miy statement very brief. Per- 
sonally, I want to thank you, Mr. Gathings and Mr. Poage and Mr. 
Abernethy and Mr. Jones and other members of the committee, for 
giving the cotton farmers some attention. I am very sorry there are 
no Republicans who have an interest in this on the committee this 
morning. 

I appreciate the privilege of appearing here this morning. 

In the first place, I think the President would really like to help. 
The thing he could do would be to get rid of Benson or get somebody 
like Pace or Hope who would use realistic methods in trading off the 
surplus. That would cure a lot of the problems. 

We have literally failed to take advantage of the export situation 
as we should have. I noticed in this morning’s paper the Department 
of Agriculture is working out a new plan after 3 years; they are 
working out a new plan to extend some CCC credit to some of these 
foreign countries, and do a little more bartering and trade. That. 
might help. 
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The one thing that I think this committee is for and that I am for 
is the return of the 90 percent of parity program and I think it will 
have a good effect on the cotton industry. 

One other matter that has disturbed our Oklahoma group is that 
the Secretary of Agriculture has suggested that we return to a differ- 
ent basis of grade and staple. I think that would be unfortunate to 
change; that would cut out practically all of the Southwest cotton 
because although we do produce a very high grade and very suit- 
able for the mill, it is seven-eighths or thirteen-sixteenths or maybe 
otherwise. 

Mr. Anernetiy. That is not at the moment before this committee. 
We do not have that under consideration. ’ 

Mr. WickersHam. I hope the committee does give consideration 
to that. 

Mr. Poage. It isin the Senate bill. 

Mr. WickersHam. Yes. 

Mr. Poace. Which will be formally reported out tomorrow. 

Mr. WickersHAM. Yes. 

Mr. Poace. And I think that you are expressing probably a mis- 
understanding of what that is. i agree with you entirely. It is one 
of the most dangerous things that has been proposed. 

If anybody has any idea that they want to maintain price supports 
on cotton, they cannot support this proposal, because this has not a 
thing in the world to do with grade or staple. It is no more penalty 
upon the cotton of western Oklahoma than it is of the cotton of the 
delta or of North Carolina, because it puts a penalty of $14.25 per 
bale on every bale of cotton grown in the United States, regardless of 
the staple length. 

And the statement that it is for the purpose of improving the quality 
of cotton is pure eyewash from the beginning. It is intended to lower 
the support price on cotton. Those who believe in lowering the sup- 
port price on cotton, will, of course, support this proposal regardless 
of what the length of their cotton is, and those who believe in main- 
taining a high support price and who believe in maintaining 90 per- 
cent as we have known it historically will, of course, oppose this 
proposal. 

Mr. WickersHam. I want to thank the gentleman because I think 
he is stating the fact. In Oklahoma, during the last few years, we 
have lost 55,000 farm families. The basic allotment in Oklahoma 
and in many other areas is getting to the point where it is not a 
sufficient allotment to justify an economical operating unit. 

As a result, we have lost 55,000 farm families principally in my 
district because in Oklahoma I represent 70 percent of all of the 
cotton producing areas and if we continue to lose the farmers as we 
have these 55,000 families since 1940, then there will be practically 
no cotton produced in Oklahoma. 

Any one of my counties produced many years ago as much as my 
whole district does. We are still a great cotton-producing country. 
_ Twenty-one of my counties produce cotton. But still the econom- 
ical operating unit is getting to the point where it is driving all of 
the families off of the farms. 

Mr. Garuines. You are for the 4-acre provision ? 
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Mr. WickersHam. I am for the provision, yes. That is all I have 
to say and I appreciate the opportunity of appearing before you. 

Mr. Gatuines. Thank you so much. 

Mr. WickersHam. Thank you. 

Mr. Garuines. We will now hear from Mr. Jones of Alabama. 


STATEMENT OF HON. ROBERT E. JONES, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. Jones. Mr. Chairman and gentlemen of the committee, I too, 
with my colleagues appreciate this opportunity to appear here and 
endorse the bills that you are considering. The cotton section 3 of 
the bill is the small farmer who is most deeply affected by the cotton- 
acreage reduction and the Gathings-Abernethy bill would substan- 
tially alleviate the hardships of these people. 

The shocking decline in the economic position of the small cotton 
farmer demands that we in Congress establish a floor and proclaim 
that no American cotton farmer will be allowed to sink below this 
point, the very minimum in my opinion for human existence. 

In these bills s we are dealing with less with the inanimate bale of 
cotton than we are with the living human beings—people in this case 
whose per capita income is lower than any other group in the country. 

When we consider that the farm income is some 21 percent below 
1951, we can understand what a desperate situation the small cotton 
farmer finds himself in, for he is as he is at the economic bottom of 
the whole farm population. 

These bills provide for an additional acreage allotment not to exceed 
1 percent of the national allotment to provide as far as possible that 
every cotton farm will have a minimum of 4 acres allotted to cotton, 
or the highest number of acres planted to cotton in any of the 3 pre- 
ceding years, whichever is the smaller. 

I have calculated that 4 acres of cotton means in monetary terms to 
the cotton farm in my district—and I imagine this figure is rather 
general throughout the Southeast—and based on 33 cents a pound for 
cotton lint, and about $40 a ton for cottonseed, a 4-acre farmer, with 
a harvest yield of 500 pounds, which is high, per acre, gets about $920 
for a year’s crop. 

So farmers will receive less than this, if their 3-year history is less 
than the 4 acres. Of course, this calculation is based upon current 
prices and we do not know what the situation will be in 1957 when 
these bills would take effect. 

So we see that no one is going to get rich under these bills. No one 
whom these bills propose to rescue would by any stretch of the imagi- 
nation be called a pampered tyrant. 

I do not see, Mr. Chairman, these bills as the be-all or the end-all 
in the solving of the cotton problem any more than I see that my own 
bill to restore the 1955 acreage allotment to all of the States that were 
cut by the 1956 allotment as the ultimate answer. 

But these bills have the outstanding merit of drawing the line below 
which no American citizen engaged in cotton farming can be forced 
to descend. The proposal has just as much virtue and necessity as 
the floor under industrial wages, which are an accepted institution 
in this country and has been for many years. 
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These bills, H. R. 8658 and 8659, provide necessary emergency re- 
lief pending the ultimate long-range solution to the problem of de- 
clining farm economy. 

I realize that we are not here to discuss long-range solutions of 
the farm problem. But insofar as cotton is concerned, I wish to draw 
your attention to a statement that indicates the sroblem is not im- 
possible of solution. The quotation is from “Full Prosperity of Agri- 
culture,” a pamphlet published by the Conference of Economic Prog- 
ress, the staff work of which is headed by Leon Kiserling: 

If in all of the years since World War II we had raised very-low-income 
American families to an adequate standard of clothing and maintained even 
the minimum exports that free world needs and our capacity justifies, the ac- 
cumulation of cotton stocks would have been held to a reasonable reserve. 

I agree that greatly expanded cotton exports are part of the an- 
swer. And these bills deal with that aspect of the problem. Un- 
fortunately, there is little that I can add to the subcommittee’s knowl- 
edge at this point. I know the subcommittee will address itself 
seriously to the question, since a significant proportion of the so- 
called cotton surplus is a direct result of a radical decline in Ameri- 
can cotton exports. 

I will conclude by reemphasizing what I particularly like about 
these two bills before you is the concern that it expresses for the peo- 
ple, not with States or counties, or anything else but people badly in 
need of relief. 

H. R. 8658 and H. R. 8659 are notable efforts to assure the small 
cotton farmer an absolute minimum number of acres upon which he 
can make a living for himself and his family, and remain a productive 
unit of the farm economy. 

I hope the subcommittee will approve these bills. 

Mr. Garuines. Thank you so much. 

Mr. Poace. I would like to ask if he would be satisfied to pass these 
bills as they stand, one or both, as to the first two sections. 

You have discussed the third section. There are really three sec- 
tions to the bill. You have discussed that very splendidly, I think. 

The first two sections relate to maintaining American cotton com- 

petitive in the world market and protecting American mills from a 
reentry of that or other cotton back into the United States. The 
proposal is to make American cotton competitive by subsidizing its 
export through the sale of American cotton at less than acquisition 
orice. 
. With all of that I am not finding fault. But I wonder if you are 
satisfied to stop at that point. I might say that as far as I am con- 
cerned, I am not willing to stop, simply at making American cotton 
competitive by letting the price drop to 75 percent of parity. Which 
is where we stand if these are passed and the rest of the law remains 
as it stands. 

I feel that in addition to making American cotton competitive on 
the world market we must do something to assure the American 
farmer of a reasonable return for his cotton, else the American farmer 
has to pay the entire export bill. 

Are you satisfied to let it go at 75 percent of parity, and that as 
the only return to the farmer ? 

Mr. Jones. First, Mr. Poage, let me say that I have deferred the 
question of the first two sections of the bill to the committee because 
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I know that you and other members of the committee are much more 
intimate with the problem and have a broader perspective of the 
problem than I would have, and I would hesitate to make specific 
recommendations. 

However, I do not feel that the cost of this program to insure 
economic stability of the farmer should be settled or saddled upon 
the American farmer himself, because it is a problem of larger pro- 
portions, because the farm economy itself must be looked into in 
relationship to the total economy and if it loses the perspective of 
seeing that the people engaged in agricultural pursuits are not given 
an opportunity to use their genuis and their industry and their ca- 
pabilities to produce food and fiber necessary for a republic such as 
we have in this country, and also to produce an abundance for export 
markets, then we are doing a disservice not only to the farmer but our 
own country and to the free world. 

Mr. Poage. I think the gentleman has made a very fine statement 
in connection with that. I may be too suspicious of human nature 
but it seems to me that if we ever give protection no matter how fair 
or desirable it may be to the processing groups, such as this bill con- 
templates, and do not put into it at the same time, the protection of 
the American farmer that we are going to find the farmer fighting 
alone to secure protection for his fair returns at a later date. 

All I am talking about is the practicability of giving one segment 
of the industry protection on this price and then expecting to get 
enthusiastic support all the way around for giving the farmer pro- 
tection. 

I am just afraid that the farmer will be fighting alone. 

Mr. Jones. The sum total of all legislation must be reduced to the 
denominator of people. And so that is what we are dealing with there. 
If it does not take care of the segments of the economy from the 
farmer all the way through, then we are doing the sum total of all 
of the groups a disservice. 

Mr. Gatuines. What the gentleman from Texas no doubt is inter- 
ested in is the advantages of his two-price proposal. 

In any event, there is nothing in the bill introduced by Mr. Aber- 
nethy and myself to cut down the price of cotton to 75 percent of 
parity. 

Mr. Poacr. As I see your bills, standing alone automatically cuts 
the farmer down to whatever Mr. Benson wants to give under the 
flexible power he now has. 

Mr. Gaturnes. If we move out several million bales into export 
channels we are in much better shape because of the fact, even if you 
take into consideration that the supply and demand will alone set ‘the 
price, if you ship out a lot of surplus you are in better shape. 

Mr. Jones. I am sure the committee—and a very capable commit- 
tee, which I am appearing before this morning can resolve any dif- 
ferences and I am quite sure that the ultimate ‘objec tive of this com- 
mittee is to protect foremost the interests of American farmers. 

Mr. Poacr. I wanted to go this much further, since the gentleman 
suggested that this bill would not result in 75 percent support for the 
farmer, I do not see how it can avoid it unless you have something ir 
addition. 
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I am arguing against what we are doing here. I am just saying 
that you have to do something more at the time you do this, you have 
to do it at the same time, else you will not get it done. 

And if you pass this bill as it is written, we have already got flexi- 
ble on the statute books—we do not have 9 percent support for the 
1956 crop—Mr. Benson has the power to drop cotton supports to 75 
percent, and I have every reason to believe that he will drop it. 
Everyone of the rest of us know that he will drop it. That is the law 
today. 

Consequently, from here on out, the support price on cotton is not 
going to be 90 percent of parity unless we pass some other legislation 
which is not involved in this bill at this time—unless we do something 
else we are going to have this cotton moving into the world market 
at 75 percent. 

I am in favor of it moving in the world market, but that is all the 
farmer will be getting for it—75 percent. 

Mr. AperneEruy. Will you yield? 

Mr. Poace. But I want to see that the farmer gets something more. 

Mr. Jonrs. I am glad to see that the committee is in agreement that 
the 4-acre farmer will get an increase in acreage allotments and then 
the other problems will be gone into. 

Mr. Aperneruy. With all deference to my colleague from Texas, 
I do not think he wants to leave the wrong impression. There is not 
a thing in the world in this bill about the level of prices. 

Mr. Garuines. He knows that. Let us move on, 

Mr. Asernetuy. This bill has not a thing to do with whether you 
get 75 percent or 100 percent or 200 percent. What the gentleman 
from Texas is saying is that if we pass this bill, that another bill 
ought to be passed which would set aside this flexible business or else 
supplement it in some fashion to assure 90 percent. 

Mr. Poager. I am saying it ought to be done at the same time be- 
cause we are going to lose a lot of support unless we do it at the same 
time. That is all I am trying to say. 

Mr. Garuines. The gentleman knows that the Chair here has sup- 
ported 90 percent of parity. 

Mr. Poace. I understand that. 

Mr. Jones. I am sure that the committee will arrive at a good 
stratagem of handling the legislation. 

Mr. Garuines. Thank you so much. 

Mr. Jones. Thank you. 

Mr. Garuines. We would like to hear from Mr. Frank Smith of 
Mississippi. Then we would like to hear from Mr. Willis, of Louis- 
jana, after that. 


STATEMENT OF HON. FRANK E, SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 





Mr. Smrru. I wanted to endorse the legislation and specifically en- 
dorse the testimony that one of my constituents gave on Monday, Mr. 
Cortright. 

I think that you are moving in this to make our cotton price com- 
petitive with the world prices. 

I agree with Mr. Poage, that the cotton producer should not be 
tied down to any long-range situation with the processor, unless he 
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has some guaranty of his own. I hope that the Congress can move 
to er that guaranty. 
his bill will offer some immediate steps toward competitive prices. 

I think the section that has been referred to in regard to the 4-acre 
farmer will help alleviate a problem that is bothering us every year 
with acreage controls. We have to take that out of the realm of con- 
troversy in the future. 

Mr. Garuines. Thank you, sir. 

Mr. Willis, would you like to make a statement ? 


STATEMENT OF HON. EDWIN E. WILLIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF LOUISIANA 


Mr. Wiuts. Mr. Chairman, I had not planned on making a state- 
ment. I really wanted to get firsthand information by listening to 
the witnesses as to the exact provisions and significance of the bill. I 
do understand in my own mind section 3 or - the third phase of the 
proposal. 

Mr. Aperneruy. It is section 2; the first section is in two subsec- 
tions. 

Mr. Wiuus. That is right. 

Regarding the provision for smaller farmers, I do not think there is 
any question about it, that something along that line should be done. 
And I think that as long as we do not pinpoint it down and talk in 
terms of acres so there cannot be any question about it for the small 
farmers we are going to be in trouble every time. 

I think we have been talking about it in terms of acres, minimum 
acres for the small farmers and I am very much in favor of pinning 
it down so that no administrator can misunderstand what we are talk- 
ing about. That is what the small farmer is interested in. He does 
not understand and I do not understand all of the ramifications and 
the ratiocinations at arriving at how he gets his share and he would 
understand when we say he shall receive no less than X number of 
acres—in this instance four. 

Mr. Aserneruy. That bill will not necessarily get him that. It is 
a step toward that. 

Mr. Wiu1s. I understand it is an alternate. 

Mr. Apernetuy. The bill expresses an objective and makes a con- 
tribution toward obtaining it. 

Mr. Wiis. At least we are talking in terms of a specified number 
of acres. I understand that. 

Mr. AperNeruy. Yes. 

Mr. Wixuis. The first part of section 407 a—I go along with that. 
I am not familiar too much with the second part of the first section 
because I do not have any textile mills in my district. 

Mr. ABERNETHY. You do have cotton growers? 

Mr. Wiis. Yes. I am talking about the operations of the textile 
industry. That I would leave to the judgment of you people. 

Mr. Anerneruy. There is not much difference in bringing in raw 
cotton and manufactured cotton. 

Mr. Wits. I understand. 

I am very much concerned about the remarks of the gentleman 
from Texas, too. I understand that there is no real difference of 
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opinion as to what we went. ‘That is, getting rid of surpluses plus 
at the same time providing a price and a livable price for the farmer. 

I should hope that they can be tacked together in some way. 

Mr. Poage. I do not want to leave any impression that my col- 
leagues on the subcommittee have a different view. I do not want to 
leave that impression, because I think we all want to have a larger 
market and see that the farmer gets a fair price. 

There is no difference of opinion between us as to what we want, 
only as to how we can get it. 

Mr. Wiis. I understand that. I have been a supporter of so- 
called rigid or 90 percent of parity. As a matter of fact, just as a 
thought that occurs to me, talking about the soil-bank provisions on 
the Senate side—it has not reached us here yet—I am not so sure 
that I will go along with that unless there is some provision in there 
to protect the sharecropper and unless there is some provision that 
Uncle Sam is willing to pay the price. 

If you are going to set aside a specified number of acres, and if it 
is going to be set side on the theory of a flexible price rather than a 
fair share of our economy, whether you call it 90 percent or not, 
unless the Government is willing to pay for the soil bank, and willing 
to protect the sharecropper, I do not know that I will go along. 

I happen to produce cotton. I have a farm with some families on 
it. The farm produces some 200 or 300 bales of cotton a year. I 
know the condition of the sharecropper. 

Thank you gentlemen. 

Mr. Garutnes. Thank you so much. 

Mr. Dixon has to catch a train. If you would come on at this 
time—— 

Before you testify, Mr. Dixon, we have here a statement of Hugh 
Alexander, of the State of North Carolina, on this legislation. 

Without objection it will go in the record here along with the other 
Members of Congress who testified. 


STATEMENT OF HON. HUGH ALEXANDER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Atexanper. Mr. Chairman, and members of the subcommittee, 
Tam Hugh Alexander from the Ninth District of North Carolina. 

In connection with H. R. 8658 and H. R. 8659 which are now being 
considered by your subcommittee, I want to go on record in support of 
the objectives of this proposed legislation, because I believe it is fair 
legislation. In my opinion, it is very necessary that we have legisla- 
tion of this type to protect the economy of the farmers as well as the 
economy of the processors of the cotton which they produce. I am 
convinced that in order to have a strong economy in this country it 
is necessary that the farmers be allowed to expand their cotton pro- 
duction and that such production be offered for sale in the world 
market places at competitive prices. 

At the same time it is also necessary that the largest consumer of 
American cotton—the American Textile Industry, be protected with 
reasonable quotas from imports of textiles from foreign countries. 

My conclusions are based on the fact that today the American mill 
is the largest consumer of the cotton produced in the United States. 
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In fact, the American mill consumes approximately 3 out of every 4 
bales of cotton grown by American farmers. On the other hand, at 
the present time, foreign cotton mills are able to buy raw cotton in 
other countries at 4 to 8 cents per pound less than the American mill 
has to pay for the cotton it buys from American farmers. 

Also, in order to promote the economy of American farmers, some 
disposition should be made of the tremendous surplus of raw cotton 
which is now in the hands of the Commodity Credit Corporation. 

The proposed legislation, now before your subcommittee, to expand 
the export of raw cotton and to set reasonable quotas on imports, in 
my opinion, is the proper approach at this time to a solution of this 
difficult agricultural problem. 


STATEMENT OF HON. CHARLES B. DEANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Deane. Mr. Chairman and gentlemen of the Subcommittee 
on Cotton, I am grateful for this opportunity to appear before 
you in support of H. R. 8658 and H. R. 8659, bills introduced by 
my distinguished colleagues, Mr. Gathings and Mr. Abernethy, to 
help relieve the disastrous plight of our cotton farmers. 

During the past 3 years, the cotton farmers, particularly those 
with small acreage, have been experiencing serious financial reverses. 
Unless effective action is taken to absorb the staggering cotton sur- 
plus which has been carried over.for several years and has served 
as a depressing factor on cotton prices, we shall further increase 
the .plight of cotton farmers. I am advised that the carryover of 
cotton at the end of the present fiscal year, July 31, 1956, will be 
about 14 million bales, which is the highest carryover of cotton on 
record. 

As a member of the House Agricultural Appropriations Subcom- 
mittee, I have constantly urged the United States Department of 
Agriculture to do everything possible to take advantage of foreign 
markets for the disposal of surplus agricultural commodities of this 
country. ‘The Department has moved slowly on this front, too slow- 
ly at times to suit me. 

1 can appreciate the fact that we have our domestic industries, 
like textiles, to protect against being flooded in the domestic mar- 
ket. by cheaply manufactured cotton goods from overseas. These 
bills under discussion, H. R. 8658 and II. R. 8659, provide such 
protection for American industry. Under these bills, the quantity 
of manufactured cotton products within any tariff schedule, which 
may be imported annually into the United States, shall not ex- 
ceed 150 percent of the average annual quantity of such manufac- 
tured cotton products imported during the 2-year period 1953-54, 
as determined by the Secretary of Agriculture. 

I have become increasingly concerned lately over the development 
of cotton production and manufacturing enterprises under the aus- 
pices of American capital in foreign countries. Under studies re- 
cently conducted by the House Agriculture Appropriations 
Subcommittee, it has been revealed that American financed compa- 
nies, particularly in Central and South America, are rapidly de- 
veloping cotton production and textile manufacturing which are 
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competing with our overseas markets for raw cotton and textile 
products. As a consequence, we find ourselves in this country with 
Increasing cotton surpluses and a narrowing foreign market for our 
raw cotton. Unless we move quickly with our raw cotton into these 
foreign markets, we will have them closed to us for many years, 
and our problem of burdensome surpluses here at home will increase. 

Foreign cotton production has increased by about 1 million bales 
during the last 3 years and thus reduced the need for American cotton 
to maintain the current level of consumption, which is now estimated 
to be only about 2 million bales in excess of the foreign production. 

The foreign free-world production had recovered from the effects 
of World War IT by 1951. Since then, acres have been added and 
yields increased until production is closely approaching the total con- 
sumption. The exports from the United States have been reduced 
from 5,500,000 bales in the 1951-52 season to a rate of less than 3 
million bales in the current season. The bills you have before you 
now, H. R. 8658 and H. R. 8659, will stimulate the export of American- 
grown cotton into foreign markets by offering surplus raw cotton for 
sale overseas at competitive prices with those which raw cotton is 
now bringing in these foreign countries. The Secretary of Agricul- 
ture and the Commodity Credit Corporation are directed by these bills 
to utilize their existing powers and authorities to sell such quantities 
of cotton overseas at such competitive prices as will reestablish and 
maintain for American-grown cotton its fair share of the world mar- 
ket, and I submit to you gentlemen of the subcommittee that such a 
course of action is absolutely necessary today if we are to save what 
is yet left of the overseas market for American-grown raw cotton. 

Another reason for my strong support of these bills is the provision 
which they contain to establish a minimum farm cotton allotment 
equal to the smaller of the 4 acres or the highest number of acres 
planted to cotton during any 1 of the 3 years immediately preceding 
the year for which such allotment is determined. Recently, I have 
received very distressing letters from small cotton farmers in my 
district, farmers with less than a 4-acre allotment. These farmers 
indicate that such a small cotton allotment is not a financially feasible 
proposition and that, without a minimum allotment of 4 acres, they 
will be unable to make their financial ends meet. 

There are more small farmers in my State of North Carolina than 
there are in any other State of the Union. A very large number of 
these small farmers are cotton farmers. Their financial plight at this 
time is very serious, and unless something is done for them such as 
the provision contained in H. R. 8658 and H. R. 8659 through estab- 
lished minimum allotment of 4 acres, many of these farmers will be 
financially bankrupt and will be on the highways and headed for the 
city. The best place to keep them, in my opinion, is on the farm. 
Our cities certainly cannot absorb a vast number of farm population 
who are untrained for industrial] pursuits. 

This session of Congress should definitely come to grips with the 
problem of our cotton farmers. The cotton-growing farmers of our 
country, particularly the small ones, are in dire need of forthright 
and courageous action such as is contained in the bills, H. R. 8658 and 
H. R, 8659, which are now before you. 

T respectfully request your favorable report of these bills. 
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STATEMENT OF HON. WOODROW W. JONES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Jones. Mr. Chairman, my name is Woodrow W. Jones and I 
have the privilege and honor of representing the 11th Congressional 
District of North Carolina. Since my district is not only one of the 
largest textile producing districts in the Nation, but also a large cotton 
producing area, I am very much interested in the subject matter 
covered by H. R. 8658 and H. R. 8659. In my opinion the cotton- 
growers of this country as well as the textile industry are facing an 
alarming and dangerous situation. If some reasonable solution is 
not soon found for this problem, the cotton producers in the old 
cotton belt of our Nation will be put out of business and widespread 
unemployment will result among the textile workers of our country. 

The cotton farmer has been forced to drastically reduce his cotton 
acreage and yet the problem of overproduction has not been elimi- 
nated. While the American cotton farmer is called upon to cut back 
his production further, other countries are increasing production and 
moving into the world market. America is steadily but surely losing 
our share of the world cotton market. Only a few years ago, we had 
about 60 percent of the world cotton market but it is now reduced to 
30 percent. 

While our foreign cotton markets have diminished, we have wit- 
nessed the rebirth of the textile industry in Japan and in other coun- 
tries. ‘These textile products made with cheap labor have moved into 
the world markets and into the American market in competition to 
the products of our own mills. Our State Department has entered 
into tariff agreements with Japan which threaten the existence of 
our American textile industry. 

It appears at this time that the most reasonable solution to these 
problems is to make every effort to regain our world cotton markets 
and to impose a quota system upon the importation of foreign textiles. 
The two bills under consideration are aimed at that type of solution. 


STATEMENT OF HUGO DIXON, PRESIDENT OF THE AMERICAN 
COTTON SHIPPERS ASSOCIATION, MEMPHIS, TENN. 


Mr. Drxon. My name is Hugo Dixon. I am president of the 
American Cotton Shippers Association. Our membership includes 
the six affiliated associations, which are the Western Cotton Shippers 
Association, which includes California, Arizona and New Mexico, the 
Oklahoma State Cotton Exchange, the Texas Cotton Association, the 
Arkansas-Missouri Cotton Trade Association, the Southern Cotton 
Association, which covers the States of Tennessee, Mississippi and 
Louisiana, and the Atlantic Cotton Association from the States 
of Alabama, Georgia, and the Carolinas. 

I think that 85 percent of all the established cotton merchandising 
firms in the country are members of our association. 

We are, of course, vitally interested in trying to solve the problem 
of cotton. While naturally there can be many different individual 
opinions about these complicated subjects, the views that we express 
we think represent very largely the opinions of our members through- 
out the country. 
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We know that we have lost many of our export markets and all of 
us know that we are losing out daily to synthetic fibers here in the 
United States. We want to regain and maintain our foreign markets 
and we want to be able to compete with synthetic fibers both here at 
home and in foreign markets abroad. Above all, we want to be in a 
position to sell competitively in all markets both domestic and 
foreign. 

Our association has always been opposed to any two-price system 
because we do not think that a two-price system, which means that 
cotton is sold cheaper abroad than in the domestic markets, will solve 
our problem. We have always considered it only half a solution and 
only doing half a job, or rather to be more accurate, it is doing one- 
third or one-fourth of a job. 

We know that domestic consumption is about 9 million bales and 
we hope that this will gradually increase as the years go on, unless we 
surrender our markets to cheaper synthetics. 

We also know that exports may possibly be about 3 million bales, or 
perhaps more than this if we cut our prices abroad. But, in any case, 
domestic consumption will almost certainly be 2 or 3 times as large as 
our exports, and that is why a sales-for-export program is only doing 
half a job or a third of a job. 

A sales-for-export program would undoubtedly help us to compete 
with outside growths in foreign markets but it is our contention that— 

1. A sales-for-export program does nothing to regain our mar- 
kets in the United States in competition with synthetics ; 

2. It is putting an overemphasis on the smaller market abroad 
instead of pushing sales in all markets, that is, both in the domes- 
tic markets and also in foreign markets; 

3. We have accumulated a huge surplus of cotton in Govern- 
ment hands and, if we are to dispose of these stocks, we must 
inevitably offer and sell them competitively in the largest market, 
which is the domestic market ; 

4. We question the possibility of being able to sell such very 
large quantities of cotton abroad. 

We know that through pricing our cotton too high in foreign markets 
we have lost many of our outlets, but there are also many other factors 
which come into this picture. 

(Quite a few countries, such as Colombia and Greece, which used 
to import cotton from the United States, are now raising their own 
cotton and do not need our supplies. There are other countries, such 
as Spain and Italy, which are now producing cotton in small amounts, 
which also tends to reduce our exports. Spain, for instance, this year 
will produce 150,000 bales. 

Then we used to export cotton to countries now behind the Iron 
Curtain, such as Poland, Czechoslovakia. Each of these countries 
took several hundred thousand bales of our cotton, but now’ Russia is 
exporting about. 1,050,000 bales of cotton to its satellite countries and 
about 350,000 bales to Western Europe. 

At another time we exported about 550,000 bales of cotton to China in 
one season, but this market is no longer open to us. Again, in 1951-52, 
we shipped 756,000 bales to India, but we cannot hope to do this again. 
As I remember it, it was right after the partition of India and 
Pakistan. 
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Actually, about 85 percent of all our cotton exports normally go to 
Japan and to Western Europe, but since 1935-39 total consumption of 
all growths in Japan has declined about 1.3 million bales and consump- 
tion in England about 1 million bales. 

I would still like to say that Japan is still our best customer for 
American cotton. 

This shows how our markets are shrinking and in this case it has 
very little to do with the price of our cotton. 

I merely recapitulate these facts to show the difficulty of increasing 
our exports to such a large extent. But please do not misunderstand 
me. We want to sell every bale of cotton abroad which it is humanly 
possible to sell. Certainly we must feel this way about it: to sell cotton 
is our function and our livelihood. 

Regarding synthetics, production of synthetic fibers in the United 
States since 1935-39 has increased about the equivalent of 214 million 
bales, and in foreign countries during the same period it has increased 
about 4 million bales. All together free-world production of synthetic 
fibers now exceeds 1134 million bales. So you see to what a large extent 
synthetics are competing with cotton, 30 million bales, or if you in- 
clude the Iron Curtain countries, it is about 39 million, and that com- 
pares with the 1134 or 12 million bales of synthetics which are now 
being produced. 

Also, there is another factor which has not been mentioned here, I do 
not think. Imports of synthetic fibers in the calendar year 1955, into 
the United States, are estimated at the equivalent of 410,000 bales of 
cotton. 

Our association has made various recommendations which we think 
would help to solve the problem of cotton. Firstly, in view of the 
present large surplus, we have said that we think support prices should 
be flexible and should be related to supply and demand. We think the 
loan should not be used as a permanent market for unwanted cotton, 
but rather it should be a support in times of emergency. 

Then we have suggested that, if we are to reduce these large sur- 
pluses in the hands of the Commodity Credit Corporation, it is just 
as important to keep cotton from going into the loan as it is to sell it 
out of Government stocks after it has gone into the loan. We think 
that taking cotton into the loan and then selling it out of the loan 
involves great expense to the Government. We believe it costs at 
least $3 a bale or more and carrying charges are about $1 per bale 
per month after the cotton goes into the loan. 

We have suggested that producers should be given a compensatory 
pene of, say, $10 per bale for not putting their cotton into the 

oan and that the Commodity Credit Corporation should offer its 
stocks of all grades and staples throughout the season commencing 
August 1 at 105 percent of the support price less the amount of any 
payment made as suggested above for not putting cotton into the loan. 

Mr. Poacr. I do not understand that. How would you pay a man 
for not putting his cotton in the loan if he already had it in there? 

Mr. Drxon. Actually, the sale price of that 5 percent would be 
about $155 and if you pay him $10 a bale for not putting his cotton 
im the loan, with his $10 he would be better off than not putting the 
cotton in the loan. He could sell cotton cheaper and he would still 
get some compensation from the Government. 

73191—56——17 
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Mr. Aserneruy. That means, then, that everyone—and there are 
many who do not put a bale in the loan—would collect $10? 

Mr. Drxon. If he did not put his cotton into the loan. 

Mr. AperNetuy. $10 on every bale produced annually ¢ 

Mr. Drxon. If it were not put into the loan. But the sales price 
of the CCC stocks would be cheaper than the loan, so that ‘would 
help to dispose of the stocks and the farmer would sell his cotton 
somewhat cheaper, but having received $10 a bale he would still be 
in the same, or in a better position that if he had put his cotton in 
the loan. 

Mr. Poage. I think you are proposing exactly the thing I proposed 
in certain legislation here except that you put a $10 limit on it, and 
mine would have amounted to a little more than that per bale, about 
$22.50 a bale, whereas you put a $10 limit on it. 

Mr. Drxon. Well, we just picked on the $10 a bale because we 
thought it was a pure estimate that it cost the CCC at least $3 to 
put the cotton in the loan and then if it stays in there 6 or 8 months, 
you have got your $10. 

So why not give it to the farmer instead of spending it on a lot 
of overhead and office work in the CCC? 

Mr. Poage. I agree with you. 

Mr. Aserneruy. He would move his cotton in the market at what- 
ever price existed. 

Mr. Dixon. It would move it into it. It would keep the current 
crop moving in the normal channels of trade. The COC would stop 
accumulating these surpluses and the farmer would receive the same 
price as the loan or something better. 

Mr. Garuines. That is the first time I have heard of that plan, 

Mr. Dixon. Well, gentlemen, I realize this is a little apart from the 
actual bill which we are discussing today but I do think it has a great 
deal of merit—that plan. You must not consider it my idea, It was 
the result of a great deal of work on the part of our national affairs 
committee, which was subsequently approved by the board of directors. 
It represents the thinking of quite a number of men in the cotton trade. 

Mr. ApernetHy. What do you estimate the cost? Have you 
reached any figures what the cost would be—the average cost per 
bale to the Government ? 

Mr. Dixon. Mr. Abernethy, we really have not got any figure at 
all. Idoremember a good many years ago when the old Farm Bureau 
was operating, I know their overhead was very high. I hesitate to 
mention a figure. I am sure the overhead of an average cotton firm 
is very high these days. I think we can handle cotton just. as cheaply 
as or more cheaply than the Commodity Credit Corporation. 

Mr. Asernerny. All right. 

Mr. Dixon. Producers from some parts of the country have sug- 
gested that the basis of the loan might reasonably. be changed to basis 
Middling inch. This would be a reduction of about 314 cents in the 
price but if the basis of the loan is changed to the average of the crop, 
we understand this reduction will be only about 2 cents. 

This would be a step in the right direction, but in our opinion these 
reductions would be msufficient to put cotton again inte successful 
soap with synthetic fibers in the domestic market. — 

The National Cotton Council has suggested that a reduction of about 
6 cents per pound would be necessary to compete with synthetics in 
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our home market.’ The National Cotton Council has also estimated 
that a reduction of 5 cents per pound in the price of cotton would 
prevent the loss of 445,000 hes in the domestic consumption of cotton 
and make a gain of possibly 315,000 bales in the domestic consumption. 

Together, this would be a saving or a gain of 760,000 bales in the 
domestic market'only,; and naturally we would expect to make addi- 
tional gains in foreign markets at this reduced price. 

According to our plan, if we have a change in the basis of the loan 
to Middhing inch, which is a reduction of about 314 cents per pound, 
and if the producer is given a compensatory payment of $10 a bale, 
he would be in a position to sell cotton 514 cents per pound cheaper 
than at present, and having received $10 per bale for not putting his 
cotton into the loan, he would still be in the same relative position as 
if he received the loan price. 

We think a greater reduction in price than either 2 cents or 31, 
cents per plidnd is necessary to again put cotton into competition with 
synthetic fibers and with finaiet growths, but we do not think that 
the farmer should have to carry all of the load and that is why we 
suggest that he be given a compensatory payment of $10 per bale front 
the Commodity Credit Corporation or from the Government. 

As I have stated, our association on general principles is opposed 
to a two-price system. We favor every endeavor to regain our export 
market but we want to couple this with a strenuous effort to regain 
our position in the domestic market. 

However, we now have a two-price system in operation, and to be 
realistic we must assume that either by a decision of the administra- 
tion or under the direction of Congress this system may be continued 
next season or possibly replaced by another similar system such as an 
export subsidy. 

Je want to point out the difference in the way in which these two 
systems would operate and how they would affect the producer of 
cotton. At the present time the cotton producer has a market for, 
say, 12 million bales of his cotton; that is, domestic consumption of 
9 million bales and, let us say, 3 million bales of export. 

If the crop which is produced next season is 12 million bales or 
less, then the producer will have a chance of selling his cotton above 
loan prices. Cotton would not move into the loan and the Com- 
modity Credit Corporation will not be caused a heavy extra expense. 

However, if we have a sales-for-export program, which ‘offers all 
grades and staples in large volume at some price which is below the 
domestic market price, then the total demand for cotton will be re- 
duced to the amount of domestic consumption only ; export cotton will 
be supplied by the CCC and all that part of the crop which is usually 
exported will go into the loan. This would be mostly in Texas and 
Oklahoma. 

The producer, except for certain qualities, would only receive the 
minimum price for his cotton which would be the loan price. Also, 
if there should be a crop failure he would not receive a better price 
to compensate him for his loss of production unless the crop finally 
turned out to be: less than 9 million bales, which is the amount of 
domestic consumption. 

The expense to the Government would be very great, because we 
would have 3 or 4 million bales going into the loan and 3 or 4 million 
bales coming out at a lower level 
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Rather than a sales-for-export program, if we are to have a two- 
price system, we think it would be better to have an export subsidy. 
Vith an export subsidy there would be a ready demand for the cur- 
rent crop both for export and for domestic requirements and pro- 
ducers would have a chance to sell their cotton at above loan prices. 
Especially if there should be a crop failure:the: farmer would prob- 
ably receive a better price for his cotton. 

We have always emphasized the great importance of definite fixed 
long-term policies for cotton. An export subsidy if announced for 
the coming season would give foreign mills a definite price on which 
they could figure and it is our opinion that it would lead to a greater 

demand for our cotton than we would have with the uncertainties 
and indefinite policies which are ‘inherent in a sales-for-export 
program. 

Further, an export subsidy would be much simpler to administer 
and it would be much easier to apply to exports of textile. 

We realize that an export subsidy might not enable us to compete 
so successfully with foreign growths because they would know how 
much we are reducing our prices and they -may*undercut these prices 
in markets abroad. However, it seems to me that we will regain our 
foreign markets more by the elimination of marginal production in 
foreign countries rather than through direct price competition. 

In any case there is a clear-cut decision to be made, whether you 
want very large quantities of the current crop going into the loan and 
export cotton being sold at cheaper prices out of the Commodity 
Credit Corporation stocks, or whether you think it better to use an 
export subsidy which will keep the current crop in the normal channels 
of trade and give the producer a chance to get a better price for his 
cotton if there should be a crop failure. 

Other bills have been introduced into Congress. Among these 
is one presented by Mr. Poage in the House. We think the one-price 
system proposed in this bill has great merit. It would enable us to 
compete successfully with synthetics in the domestic market and also 
in markets abroad. 

It would give the farmer his fair share of the national income as 
determined by Congress and, if the producer is not to carry all the 
load in the reduction in the price of cotton, we think he is entitled 
to some compensation. 

To sum up our ideas, we want to be able to sell competitively in 
makets abroad, but we also want to be able to compete with synthetics 
in the domestic market. We think a sales-for-export program is only 
doing half a job and that we are overlooking the larger markets at 
nome. 

To prosper, surely we must ulimately arrive at a situation where 
producers will have the full use of their land and are allowed to 
produce cotton freely and sell it at competitive prices. 

Our producers have the know-how; we have the equipment; we 
can find the markets if we are allowed to sell at competitive prices. 
Could any industry in this country prosper if their production were 
cut down to 50 or 60 percent of capacity? Certainly they could not 
compete. It seems to us that we must apply the same standards to 
cotton, 
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Mr. Garnines. Thank you so much, Mr. Dixon. We appreciate 
our statement. I wish the entire committee had been here. You 
ave been most helpful. 

Mr. Drxon. I have a copy here of our long-range recommendations 
for cotton which I would like to file with the committee. It is not 
very pertinent to this bill but we would like to have you—— 

Mr. Garuines. Is it an abstract? 

Mr. Drxon. It is two pages. I would like to file it for the record, 
if we may. : 

Mr. Gatruines. Without objection, it will go in the record. 

(The statement is as follows :) 


REPORT OF THE NATIONAL AFFAIRS COMMITTEE, AMERICAN CoTTON SHIPPERS ASSo- 
CIATION, AS ADOPTED BY THE BoArD OF Directors, DECEMBER 3, 1955 


LONG RANGE OBJECTIVES 


(a) To return to the growers as early as possible complete freedom in the use 
of their land; because this freedom is a basie right of the free citizen and be- 
cause it is a prerequisite of efficiency and economy of production, 

(bv) To restore United States cotton to a position in world markets, both 
domestic and foreign, competitive with other growths of cotton and with syn- 
thetic fibers. 

(c) Gradually to dispose of stocks of cotton held by the CCC without dis- 
rupting domestic and. foreign markets. 

(d) To preserve the principles of individual initiative and competitive pri- 
vate enterprise in the growing and distribution of the cotton crop. 

(e) To maintain producers’ income at a fair level compared to the cost of 
production by efficient farmers. 

(f) To safeguard the productivity and fertility of our soil. 

(9g) To encourage the production of those qualities of cotton which are in 
greatest demand in consuming markets. 

(hk) To aid marginal farmers, or farmers producing unwanted qualities of 
cotton, to grow other kinds of cotton or to help them in their transition to other 
types of farming or to other occupations. 

(i) To keep for the benefit of growers, distributors, and consumers the hedging 
facilities of the futures markets of the world. 

(j) To make our cotton program sufficiently definite so that consumers of 
United States cotton will have confidence to proceed with the long-term planning 
which is a necessary part of the successful manufacture and distribution of 
textiles. 

(k) To avoid measures which would be contrary to the spirit of liberalized 
international trade and damaging to the economy of friendly nations. 

(1) To increase consumption of cotton products through expanded programs 
of research and promotion. 


PROCEDURES TO IMPLEMENT LONG-RANGE OBJECTIVES 


1. Insofar as support prices are utilized to protect the farmer’s income, we 
favor flexible support prices related to supply and demand rather than any 
rigid price-support system. 

2. We recommend that the basic quality for loans be made Middling 1. This 
will conform to the basis of the futures contract. Realistic commercial differ- 
ences should be applied to other qualities. 

3. We recommend soil-bank payments to farmers for any voluntary surrender 
of their allotted acreage. Payment to be made in cash or in kind and such sur- 
rendered acreage may not be reallotted, 

4. Farmers should be given adequate payments for not putting cotton into the 
loan. This would save the CCC overhead charges and possibly up to a year’s 
earrying charges. ; 

5. No cotton should be sold by the CCC below 105 percent of the support 
price without carrying charges, except that such minimum price should be re- 
duced by any amounts paid under paragraph 4. Beginning August 1, 1956, the 
CCC should offer all grades and staples for sale throughout the season at the 
above prices for unrestricted use in both domestic and foreign markets, 
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6. Continue to oppose all two-price systems, any export subsidy, or any system 
which might make American cotton available cheaper to foreign mills than to 
our domestic mills. 

7. Oppose any and all indefinite programs including any sales program at 
indefinite or discretionary prices. 

8. Permit sales of cotton to Iron Curtain countries, including Communist 
(hina, insofar as compatible with national policies. 

9. There should be no additions to the set-aside. 


INTERIM 


Recognizing that the free market conditions that would be needed to regulate 
free land use will be unattainable until the present large surplus is greatly 
reduced, a major objective for the next several years must be (a) to check addi- 
tions to the surplus, and (b) to promote subtractions from it. 

In order to check additions to the surplus from excess production, (@) an 
effective program must reduce the price-support levels, at a rate regardful of 
economic and social effects, and (0) must offer the growers inducements to sur- 
runder acreage allotments. 

In order to promote subtractions from the surplus, an effective program must 
reduce CCC sales prices as reductions in support prices become effective, leaving 
always a spread of 5 percent between them so that current production may be 
distributed through normal channels instead of going to CCC. The association 
feels that primary emphasis should be placed on encouraging current production 
to flow in normal channels, rather than on forced liquidation at a loss on stocks 
that have been accumulated in the past. 

Mr. AsernetHy. The recommendation of your association, Mr. 
Dixon, No. 1, is that in order for cotton to compete competitively 
with synthetics and possibly in the foreign market there must be a 
cheaper price. That is what you are saying? 

Mr. Dixon. Somewhat cheaper price. 

Mr. ABERNETHY. Somewhat, we will modify it. Somewhat cheaper 
price. . : 

And that is gotten by two methods, one by a flexible support price, 
at what level? 

Mr. Drxon. Mr. Abernethy, I don’t know. I suppose that would be 
something to be settled by the Department of Agriculture in collabo- 
ration with Congress. 

Mr. AperNetny. I assume you have taken the position that the 
scale would be that which we have so often discussed 75 to 90 percent 
of parity. Then, No. 2, you propose as a further means of reducing 
that, to fix the base upon which support prices are calculated at the 
average of the crop. 

Mr. Drxon. I am assuming that the total reduction one way or 
another, either by reduction in the percentage or change in the base 
of the loan would be about. 314 percent. I don’t know. 

Mr. AnerNetHy. I am not being critical. I am just going into it. 

You are assuming that these, did I understand you to say, you are 
assuming that these combined reductions would amount to approxi- 
mately 31% cents? 

Mr. Drxon. Yes; one way or the other, not combined, possibly one 
or the other. 

Mr. Poace. You would not want them both to be applied to the full 
extent ? 

Mr. Dixon. Mr. Poage, the Shippers Association of necessity must 
speak largely from an economic point of view. I realize there is a 
social angle to all of these questions which is exceedingly important. 

I know it has been suggested and discussed oy one way or another 
that the base ‘price or the loan price will probably come down about 
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3% cents a pound. I do think it is important for our association to 
state that we do not think that is enough. 

Three and a half cents could help, mind you. Two cents is not 
enough, but we have got to get our markets back for cotton. We are 
losing them rapidly. And our point is that we should, if the reduction 
has got to be more than that, why, then, let the United States Govern- 
ment or the Commodity Credit Corporation, whichever it is, let them 
jump in. 

But do not let us lose all of our markets for cotton. And we want 
to emphasize that you have got this great big market here in the domes- 
tic market. We have this relatively much smaller market abroad. 
Surely we want to sell abroad. It is our very lifeblood. 

But we cannot put so much emphasis on this, and forget all of that. 
That is the point we are trying to make here today. 

Mr. Asernetuy. Let me go back before I lose the thought. You are 
assuming that the market price would continue to follow approxi- 
mately the support price. 

Mr. Drxon. I think so probably ; of course, it would depend on the 
size of the crop. 

Mr. Asernetuy. Of course, the principal reason that the market 
price now follows the support price is that it more or less has to for 
there to be a market. 

Mr. Dixon. Because the crop is larger than requirement. 

Mr. Asernetuy. When you put this $10 provision in there, the prob- 
abilities are then that that is going to refiect upon the market. The 
marketers then will understand that it is going to handle more of 
the cotton. 

Since they know they will get more, do you not think it would reflect 
a ea trend on the market which would take it below the support 
price 

Mr. Drxon. It depends on the size of the crop very much. There 
might be a tendency that way. It is really the selling price of the CCC 
which would set the price for cotton. There would be an area. 

Mr. Anernetny. What I am trying to point out, I probably have 
confused myself as well as you. What I am trying to point out is that, 
your position is presented purely on the theory that he—the farmer 
will get approximately the same thing. This $10 a bale will give him 
very close—not quite—but give him close to what he is now receiving. 

But you predicate on the assumption that the market price will con- 
tinue to hold in the neighborhood of the support price. I do not know 
whether it will or not. I have some doubt about it. I wish you would 
give some thought to that. 

Mr. Drxon. He would get approximately, as I see it, the new loan 
price, not what he is receiving now, Mr. Abernethy. 

Mr. Apernetuy. Plus $10? 

Mr. Dixon. No; because the CCC’s selling price would be below the 
loan. That is what would keep the cotton from going into the loan. 

Mr. Aserneray. Thank you. . 

Mr. Gatuines. Thank you so much, Mr. Dixon. 

Mr. Drxon. Thank you very much. 

Mr. Garuines. The committee will stand in recess until 1 : 45 o’clock. 
At that time we will hear, first, Mr. Anderson; then we will hear, next, 
Mr. Nelson A. Stitt, and others who will want to testify. 
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(Whereupon, at 12:30 p. m., the committee recessed to reconvene 
at 1:45 p. m., this day.) 


AFTERNOON SESSION 


(The committee reconvened at 1: 50 p. m.) 

Mr. Garuines. The committee will come to order. 

The first witness this afternoon is a gentleman who comes from the 
First Congressional District of Arkansas. I have known him for 
many years. This gentleman is a farmer, a merchant, banker, and he 
has had a number of years’ experience in handling cotton, growing 
cotton, dealing with cotton in all of its phases practically—Mr. J. W. 
Alderson, Jr., of Forrest City, Ark. 

If you will come forward, Mr. Alderson, we will be glad to hear you. 


STATEMENT OF J. W. ALDERSON, JR., FORREST CITY, ARK. 


Mr. Auperson. Thank you, Mr. Chairman. 

I certainly appreciate the opportunity to come and express my views 
on the possibility of farm legislation. To me, as an insignificant tax- 
payer and citizen, as I am, to come up here nad talk to the ones that 
make our laws certainly makes me realize we are in a land of democ- 
racy, for which I am gratefully proud and happy to be a part of. 

In thinking of farm legislation, I think there are two things which 
we should keep uppermost in mind. One is that agriculture is, of 
course, going through a tremendous transition—and, for a better word, 
I would say revolution—in its production capacity and methods. 

These newer methods, then, lead to lowering of costs, higher yields— 
through mechanization, in lowering the costs—and I think that any- 
thing which does not lend to an increasing of the efficiency of our costs 
of production so that profits can be made, still at a lower price, the 
legislation is not fulfilling its full obligation. 

I also think we should keep in mind that there are three types of 
farmers: Those on submarginal land that perhaps do not. belong in 
agriculture, and I think that the soil-bank plan will certainly help to 
take them from it. In other words, I do not, see how in anything, in 
production, in industry, or in anything, you can base laws on the mar- 
ginal producer or the inefficient, producer. It should be based on or 
geared to the efficient and the ao methods of production. 

There is the extreme of that—which are the ones who are on opera- 
tions that are in fertile fields, fertile lands, climatic conditions, and they 
have large enough operations that they can make investments and can 
develop their production through the modern mechanical means of 
production, which lend, just as in industry, to the assembly line and to 
the greater productive capacity of the worker, and in that way pay him 
mote, which is the top bracket of our production. 

There is also the middle farmer who is on the family-sized farm; 
who, to sustain himself on the farm, needs outside employment or 
off-the-farm employment, and he will be the small farmer whose son 
works in the factory, or he works part-time in the factory and part 
on the farm, and in this way he can supplement. his farm income and 
stay on the farm, yet not be a submargmal producer at a submarginal 
standard of living. 
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The legislation I have thought of would be the type which would 
fit into all three of these modes of production. 

The thing that first put me to thinking, I read where every phase 
of our economic life was at its highest productive capacity, profitwise, 
the highest productivity we have ever seen in America with the ex- 
ception of farming, and it was at its lowest level since World War II. 

So I also noticed that the corporations of America had increased 
their working capital 21% billion, I think, in the months of June, July, 
and August. I think it was the third quarter of this year. And this 
was done through fast amortizations and fast turnover of their 

Mr. Garuines. Is that all the corporations? 

Mr. Anerson. That is right. The corporations of America had 
increased their working capital $214 billion. 

Mr. Gatuines. Two and a half billion dollars? 

Mr. Auperson. Yes, in about 3 months. 

So I noticed another piece in the Wall Street Journal where one big 
industrial organization had spent $1.6 billion in 4 years in plant mod- 
ernization and expansion, and the next line said: 


This was done through fast amortizations and better use of working capital. 


So it put me to thinking: What is making industry and every seg- 
ment of onr Nation so prosperous, and farming is not? 

So I want to think a little bit more, and it looks to me like industry 
is getting tax benefits which farming is not. 

What I would suggest is not that we take anything away from in- 
dustry, because industry, the industrial labor pool, is our best cus- 
tomer in American agriculture, and we certainly do not want to take 
anything away from them. We just want to give them our agricul- 
tural products at a reasonable price on which we can make a profit, just 
as they are giving us the best in cars, refrigerators, television, and 
radios. 

This is truly an era of gadgets, and they have really given us the 
best in the world, at vieiaatae prices. 

In looking at farming in comparison to industry in its tax structure, 
industry is allowed to charge off plant improvements and plant mod- 
ernizations in 5 years, and these are capital improvements which 
would last 50 or 75 years. 

In farming we charge off machinery, a lot of people, in 10 years. 
No one have I found where they can charge that machinery off in 
less than 5 years. 

Now, if—— 

Mr. Exasorr. Let me ask the witness this question : 

I notice, and this is income tax paying time now—an ordinary 
barn a farmer charges off has got to be depreciated over a period of 
20 years; that is what I am told. If he builds a barn for his livestock 
and to house his grain and a little cotton and other stuff he makes 
around the farm, he has got to take 20 years to charge it off, asa general 
rule. 

Mr, Avprrson. As a general rule, I think that is the practice. 

If we invest our money in machinery, and charge it off in 10 years, 
and it has a life expectancy of only 5 years, then we are having to 
maintain a 150-percent investment, in capital assets, for production ; 
whereas in industry they charge them off in 5 years and have the use of 
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them for 50 or 75 years. They are getting a productive benefit from 
an investment which we do not have. 

Mr. Exniorr. Let me ask the gentleman one other question right 
there, Mr. Chairman. 

Mr. Garutnes. Yes, Mr. Elliott. 

Mr. Exxiorr. In your area of the country, are very many capital 
improvements being made on the farms now, as a general proposition / 

Mr. Avperson. No, sir; we cannot. afford to make them. 

Mr. Ex.iorr. For the reasons which you have just given ¢ 

Mr. Avperson. That is right. 

Mr. Exxiorr. Thank you. 

Mr. Garurnes. You are bringing out a point that is news to this 
committee, so far as I know. I have never heard it discussed before. 
Of course, we are not the tax-writing committee of the House. 

Mr. Avperson. I appreciate your getting it started. 

Mr. Garuines. But we could recommend to the tax-writing com- 
mittee. Anyway, we are desirous of getting your views. 

Mr. Auperson. What I am thinking, what I am trying to get 
across is, in industry you will notice there are about $50 billion 
spent each year now in plant modernization and expansion. That is 
a healthy situation, in that it creates jobs, it creates consumption in 
big industry, and we have an economic turnover in business that is 
healthy and good, and makes good times for those who are engaged 
in supplying those products or those materials of plant expansion. 

Now, the same thing applies to housing. They are subsidized 
with Government loans. 

If farming, if the farmers, had a tax advantage—and it is, if you 
are allowed to charge off an asset in 5 years which will last 50 or 
100 years—you have a tax-free benefit there. 

If the farmers were allowed to have two or three billion dollars in 
tax-free money—the net income of the farmers last year was only 
about $7 billion, I believe—if they had just a portion, just the same 
proportion, a twentieth of what industry has in this revolving fund, 
we would put the tractor business to work, sure enough; we would put 
people in our area, carpenters, masons, lumber people, to work; we 
would have a demand there for a turnover of business which would 
create a prosperity in the agricultural regions, the agriculture country, 
that is comparable to those you find in industrial regions. 

We do not want to take anything away from industry ; I am not 
asking it. I say it is good, I think it is healthy, and I think it should 
be continued, because through the use of these plant improvements the 
public is getting the benefit of the lowered costs in production and the 
supply of manufactured products that we have available to us. 

Also, in other phases, you make an investment in other kinds of real 
estate, other than farming, if you put up a store building, if you build 
a filling station, if you build a hotel, a tourist home, or Bry goon 
store, or hardware store, or what-not, a factory or anything else in 
real estate, about 80 percent of your investment is in above-the-ground 
assets on which the Government recognizes depreciation. About 20 
percent of it is in the land itself. 

The reverse situation is then true in farming: About 80 percent of 
the capital investment is in the land, and 20 percent of it is in the im- 
provements above the ground, machinery, and what-not. 
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Now, if you buy—if you invest $50,000 in an asset in which there 
is depreciation recognized on the major portion of it, and you make an 
investment, the same size, the same productivity, incomewise, on an 
investment of $50,000 on a farm on which they do not allow deprecia- 
tion, the Government in 20 years will give you tax free your invest- 
ment in other real estate but farming, through your depreciation. 

In other words, if you have an investment in farming which brings 
you in $5,000-a year, and costs you $50,000, the Government will allow 
you in 20 years, = charge off—you charge the investment off in 20 
years—you would be allowed to charge off $2,500 on which you would 
pay no tax. 

f your income brought in $5,000, you would pay an income tax on 
only $2,500. The other would be depreciation. 

If you make it on a farm, if you make $50,000 investment in a farm, 
on which you get $5,000 return, the Government allows you no de- 
ae and you pay taxes on the full income. So you are paying 

or your investment with dollars on which there is tax paid on every 
dollar of the income. It is not true in any other business. 

Now the Government recognizes that, and they give, I will say, 
2714 percent depletion in exploration, mining; in quarrying they do 
the same thing. 

In farming, they recognize the soil will deplete and the soil will 
depreciate, because they allow soil-building practices. What I 
would suggest is that they give us something in the nature of the 

ayments or allow us that which they allow oil or mining or timber, 
in that they allow us a portion of our income, say, 5 or 10 percent, 
tax-free instead of our soil-building practices. 

Both of these are sugestions that are found and already adopted 
and are on our statute books, but they are not applicable to farming; 
and I say if the farmer is given the same break, taxwise, he can 
take a lower price for his product and still be ahead, come out as good 
as he is now. 

Now, the other point I wanted to suggest is in line with what Mr. 
Dixon testified to this morning, in that we be allowed, he says, in- 
stead of putting in a loan of $10 a bale for not putting in cotton—in 
other words, let the cotton sell freely or let our agricultural products 
sell freely. 

What I suggest is that we need to have a free market for agricul- 
ture. A loan is not a loan if it becomes a price, and that is what 
our loan now is on cotton. It is not a loan; it is a price. It has all 
gone into the loan. 

What I would suggest is that we have our price based on the world 
market, and the farmer be subsidized the difference between the world 
market and the domestic market. I think this payment should be in 
two parts: One part woul dhelp him to go from the horse-and-buggy 
mode of production into the present mechanized method of produc- 
tion, where possible, and enable him to produce his product cheaper ; 
and he has been assisted in this transition, then that payment should 


stop. 
if think it would take around 4 or 5 years for this to come about. 
Mr. Garuines. Do you have in mind that the farmer would be given 
time to pay his tractor and other implements out in full 
Mr. Auperson. Well 
Mr. Garruies. Before the transition shall have ended / 
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Mr. Axperson. If it was about 5 years, he could do that. I don’t 
think it ought to be just 1 year. I think it will take perhaps 4 or 5 
years for us to make this transition in our production, and that we 
should have this payment for about that length of time. 

Now, in a domestic allotment plan—in any other mode of produc- 
tion, except in agriculture, the Government does not lend on the sur- 
plus products that are produced. They do on agriculture. — 

Now, how could that-be? How could.the producers of agricultural 
products carry their own surplus? And I think that if the Secretary 
of Agriculture would at the start of a season—he forecasts the need 
of agricultural products. In the case of cotton—this is just for easy 
figuring, but I can do this quick, even figures in my head, better than 
I can any others—if the Secretary of Agriculture says that we need 
15 million bales of cotton for domestic and for foreign consumption, 
and the domestic consumption would be 10 million bales and the 
foreign consumption would be 5 million bales, if I have a farm on 
which the Government allows me 150 acres of cotton production—— 

Mr. Garuines. Would you go over that again? I did not get 
that thought. 

Mr. Poage. I interferred with you. I am sorry. 

Mr. Auperson. I am trying to see how the farmer can handle his 
surplus in the same manner in which industry handles its surplus. 
It is controlled at the source and not anywhere else. The farmer 
should be, then, the one to control his surplus. So if we get back 
to a domestic allotment plan or an allotment of our production, not 
only on acres alone but on units of production, be it bales or be it 
pounds or be it bushels, or what-not, if we are allowed—and take 
1t on cotton ,because I am most familiar with cotton—if I have a 
farm on which I am allowed 150 acres of cotton to be produced, and 
my historical base is 150 bales of cotton to the acre, as the present 
situation is, I would be allowed to produce all I could on 150 acres, 
and the Government would make me a loan on whatever portion of 
that I tendered to the Government for a loan. 

Now, what I suggest is that we cannot control our production, as 
industry can, until the production is completed and the agricultural 
product is harvested. 

Now, what has happened this year and what has been happenin 
each year is, our vied per acre ha’ been gradually stepping up an 
we have been increasing our yield over our historical basis. The Gov- 
ernment will go out here and say, “We need a 10-million bale crop,” 
and allows us 10 million, the acreage for 10 million bales, and we 
raise 12 million. So the Government comes out, the Secretary says, 
“Your portion of the crop is 150 bales, on which you have a historical 
record—you can produce 150 bales.” 

Instead of producing 150 biles, I produce 175 bales. On that part 
of the crop that I would be allowed to sell in the domestic market, 
I would get a subsidy; and I think that that should be brought up 
to about 100 percent of parity on the domestic consumption. 

Then I would = or sell on a freer market 50 bales. Then T 
have created a surplus there of 25 bales. And I think that that 25 


bales, go ahead and harvest it, put it in the compress and mark that 
surplus or mark it nonnegotiable. 

ext year the Government comes along and says, “You are allowed 
150 bales on 150 acres again.” I have already produced 25 bales 
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that I have saved from a previous group that was surplus. Instead 
of raising another 175 ales I cut my acres to 125 automatically, 
because I have got 25 bales of my cotton already raised. 

So I take my 25 bales and sell it the first of the ensuing cotton season. 
I can’t sell it in the cotton year in which it was produced, because it 
was surplus. Then that 25 bales; plus my allotment, or taken-off of 
my allotment of 150 bales, will give me a production of, that year, 125 
bales that I can sell. 

In that way the Government will never have any surplus, and the 
surplus would be carried by the farmers. And on that 25 bales. I 
think he should be allowed to take long-term capital gains on his in- 
come tax, and get it for paying the storage and carrying charges 
on it. 

I have never seen any of these things even suggested or maybe 
thought of, and it may be just as silly as anything I read in the 
funny papers. But to me, it makes sense. 

I don't see how we can continue going on—we have got $11 billion 
already appropriated in the surpluses. What is going to happen to 
us next year? They cannot keep on adding to the surplus and holding 
it. 

This way the farmer, I think, would carry his surplus, and it 
would be in an orderly fashion where it would not disrupt him a bit 
in the world. In other words, if he knew how many bales of cotton 
he could sell, he would gear his production to it. And I think that 
the trade could base their judgment—they would know how much 
was going to be available, foreign countries would know how much 
we were going to export, and they would judge, they would set their 
productive capacity in a like manner on the same basis on which we 
are anticipating ours. 

In other words, it would take all the guesswork out of what would 
be available for consumption. That is the only way it could ever be 
controlled, is on acreage, per-unit production as well as acreage 
production. 

Mr. Apernetuy. May I interrupt, Mr. Chairman. 

I got in a little late. You are proposing that we have a pound 
allotment ¢ 

Mr. Avtperson. Yes, sir. 

Mr. Anprnetay. Of so many bales? 

Mr. ALDERSON.’ That, would—on whatever—on the five basic prod- 
ucts that we are—— 

Mr. AperNeTHY. You remember we had that once, I guess, 

Mr. Arperson. Yes, sir. 

Mr. AnerNeTHY. When was it? 

Mr. Atperson. About 1945; wasn’t it? 

Mr. Asernetuy. In fact, in the middle thirties; and you remember 
how popular it was, 

You were not farming; were you? 

Mr. Auperson. Yes, sir. 

Mr. Anerneruy. You were?’ 

Mr. Atperson. Yes, sir. 

Mr. Anerneruy. Where were you farming cotton then? 

Mr. Axuperson. East of Forrest City. : 

Mr. Anernetuy. Do you remember there were gin certificates ? 

Mr. Atperson. Yes, sir. 
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Mr. Apernetuy. The certificates brought more money than the 
cotton ; do you remember that? 

I am not being critical; I am just going back and rehashing 2 little 
history. 

Sn schaneneat, Mr. Abernethy, on my proposal, we would-—that 
surplus that. we create would be Marek surplus, it would not be 
salable until the next cotton year. We would 

Mr. AserNeruy. Sir? Well, that has been proposed before, that 
when he gins his surplus—— 

Mr. Auperson. Allotment. 

Mr. Aperneruy. I mean, when he gins up to his allotment, he is 
through, so far as the marketing that year is concerned. 

Mr. Atperson. Yes, sir. 

Mr. Aserneruy. He can go ahead and gin, but he has got to store it. 

Mr. Auperson. Yes, sir. 

Mr. Asernetuy. And furnish his own storage, too. 

Mr. Auperson, Yes, sir. And I think for that we should be al- 
lowed to take long-term capital gains on that cotton, if there is any 
gain on it. 

Mr, ABernetHy. You want a loan on it? 

Mr. Axprrson. No, 

Mr. Poags. That is not going to affect 1 farm out of 100, because 
most of them do not have to pay any income tax. 

Mr. Auperson. I think you all will get usa bill where we will have 
to pay some income tax. To say that farming cannot be profitable 
enough to pay income tax is admitting defeat. 

Mr. Poace. It is a fact, is it not? 

Mr. Axperson. Sir? 

Mr. PoaGe. But it is a fact, is it not? 

Mr. Axperson. I think we can be profitable enough to pay an income 
tax. 

Mr. Poace. I hope so. 

Mr. Auperson. If I didn’t, I am not so young to change my pro- 
fession, but I believe in it. 

Mr. Poace. How are you going to make those 100 percent. parity 
Pare How are you going todoit? By loan, just as we do now? 

Mr. Auperson. How do we get the money now? By appropriat- 
ing it, 

Mr. Poace. Are you going to make it by loan, just as we do now! 

Mr. Auperson. No, sir. i think the loan ought to be based per- 
haps on the world market. 

Mr. Poace. You suggested, as I understood it, that. this man on his 
allotment ought to get as much as 100 percent of parity. 

Mr. Auperson. He would be subsidized from the Treasury. 

Mr. Poacr. You mean you would make it a subsidy payment, or 
you would make it a loan? That is what I did not understand. 

Mr. Atprerson. I think when you put it in a loan, you are licked, 
in that you are going to create a surplus, because it is the psychology 
of taking it out of the loan and the Soma taking a loss onvit.1s 





putting a dose of medicine off when—when you are sick, you need to 
take the medicine right then; you don’t need to put it off 2 or 3 years 
until you are dead and you don’t need the medicine. 

Mr. Poage. I think you have a good idea there, but I am just trying 
to find out how you are going to do it. 
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You are not going to have any loan; is that right? 

Mr. Auperson. You would have a loan for the domestic cotton, 
consumed cotton. 

Mr. Poage. How much ¢ 

Mr. Auperson. Well, equivalent to the world price; based on the 
world price. 

Mr. Poacer. Equivalent to the world price? 

Mr, Avperson. Yes. 

Mr. Poace, You are going to change it every day, or are you going 
to fix it? 

Mr. Atperson. I would fix it like they fix it now; set the basic on 
90 percent of parity. 

Mr. Poace. You would take it now and fix the 1956 loan based on 
the 1955 world price? 

Mr. Auperson. No, sir. I would say on what the Secretary fore- 
cast would be the possible price of the world cotton. 

Mr. Poaer, Of course, we have always been against the law to guess 
what the. world price or any other price is, and I think it is probably 
a pretty good idea not to have the Secretary or Department of Agri- 
culture guessing on the price, because when you have the Department 
of Agriculture guessing on the price—— 

Mr. Avperson. They guess too low. 

Mr. Poacer. Well, they probably would; but in any event, it gives a 
power to Government to control price, world price, control specula- 
tion, that I think is awfully dangerous. 

Mr. Avperson. You have got one of the $64,000 questions, which is: 
Where would be the loan price that would be a loan and not a price? 

Mr. Poaer. I think clearly the answer to that is the answer which 
we give in the legislation which Mr. Mills and I proposed here. I 
think that is clearly the answer to that. You do not have to take 
75 percent, but if you take any figure you want to which you anticipate 
is somewhere near the world price-—— 

Mr. Avperson. Well, that is—— 

Mr. Poace. And announce that for the next year so that you would 
not have a thousand different prices, in each day have a different 
price—I thing if you attempt to do that, you would have confusion. 

Mr. Gatuines. You would suggest such an amendment to your 
plan, would you not? 

Mr. Atperson. That is what I suggested when you said “guess.” 
I do not think he needs to guess, altogether. He can have economic 
data of world production and world economic conditions which would 
give him a pretty good indication. 

Mr, Poser. That is not what I am proposing. I propose Congress 
fix it. I am not proposing you give the Secretary of Agriculture 
any such power as that, because | think it is extremely dangerous 

ower. 
But you would let the cotton which is going into the world market 
move at the world price? 

Mr. Auperson. Yes, sir. 

Mr..Poaer. Or if you took what I am sv ggesting, you would take 
a price of, say, 75, 60, 65, or any other percent of parity you wanted 
to, and then on that part which was sold within the United States 
you would have to make an allocation of that, too. 

Mr. Arprerson. That is right. 
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Mr. Poacr. You would pay a direct subsidy to the producer? 

Mr. Auprerson. Yes, sir. 

Mr. Poacr. Of course, that is exactly what we are: proposing, too, 
that you would pay a direct subsidy, and we are proposing you do 
it on all cotton; only you are proposing it only on domestically con- 
sumed cotton. 

Mr. Atprrson. I appreciate the time given to me. 

I wish I could talk to Mr. Abernethy about the farmer and his 
taxes. We are discriminated against in our taxes. We have no—the 
only money that is accumulated now, the money that is made now, is 
only that money which is tax free. 

Mr. Asernetuy. I did not mention taxes, did I? 

Mr. Auperson. No, sir. I said I wished I could talk to you some, 
because I think it is important. 

Mr. AnernetHy. I think it is important, too. 

Here is my worry about this thing. I am not against the idea, but 
here is my concern about it. You give a farmer his allotment. If he 
gets mad he is mad about acreage. If you put him on pounds, if he 
gets mad he is mad about the number of pounds you give him; and 
then when he goes to the gin and he gins up to his allotment, and 
he has some pounds left over, he is mad again. That is what we had 
in the 1930’s when we had the gin certificates. You remember some 
did not have enough certificates. Of course, it was a violation of the 
law to transfer them, but they were transferred, if you remember. 

Mr. Gatruincs. Had you completed your statement? 

Mr. Auperson. Yes, sir. 

Mr. Garutnes. We are going to have to go to a rollcall. 

Mr. Auperson. I appreciate being permitted to come here. 

Mr. Gatrutnes. We will have only a few minutes. 

(Off the record.) 

Mr. Auperson. I appreciate the courtesy of the committee. 

Mr. Garuines. Any other questions you wish to ask ¢ 

Thank you so much, Mr. Alderson, for your appearing. 

Mr. Exatorr. Mr. Chairman, before you go. 

Mr. Garutnes. Mr. Elliott? 

Mr. Etnrorr. Yes, sir. 

Mr. Garnutnes. We will be glad to hear from you, Mr. Elliott, 
Congressman from Alabama. 


STATEMENT OF HON. CARL ELLIOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Extiorr. I am appearing in behalf of the principle of a mini- 
mum allotment for our small cotton farmers, about 26,000 of whom 
live in the 7th Congressional District of Alabama which I have the 
honor to represent in the Congress. 

So, I appear in behalf of the provision in the Abernethy bill which 
seeks to provide a 4-acre minimum allotment or the highest planted 
cotton acreage of the 3 preceding years. 

Cotton is, in many instances, the only source-of cash. income for 
the small farmer. With the money he makes from cotton, he must 
provide for all his needs—food, clothing, shelter, medical care, and 
schooling for his family—as well as pay for his land, his machinery, 
his seed and fertilizer for growing crops. 
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Our small farmers are not really asking for a whole lot. They are 
not in the kind of farming where they want to make it a big invest- 
a They are just asking for enough cotton acreage to make a 
iving. 

The overall standard of living for all the people of America has 
improved greatly in the past 10 or 15 years, and we want to keep 
this standard and, if possible, continue to move forward. The small 
farmer wants to share in the general economic advancement. He 
has a right, I think, to expect us to pass laws that will be a help and 
not a hindrance in that direction. 

It was with this thought in mind that I introduced H. R. 8345 in 
the House of Representatives on January 12, 1956, which provides 
that no cotton farmer shall have an allotment of less than 5 acres 
of cotton. 

I hope you gentlemen of this committee will in this connection 
— the provisions of my bill. 

ou find that you cannot provide for a minimum of 5 acres, 
eh uae you will provide for a minimum of 4 acres in accord with 
the Abernethy bill. 

I want to take this occasion to thank both the gentleman from 
Arkansas, Mr. Gathings, and the gentleman from Mississippi, Mr. 
ae for their interest in this matter, and for making these hear- 

possible. The district of the gentleman from Mississippi, Mr. 

Abernethy; and the 7th Congressional District of Alabama which I 
have the privilege to represent, adjoin for a distance of more than 
100 miles. Mr. Abernethy is familiar with the conditions among the 
small cotton farmers that prevail in the 7th Congressional District 
of Alabama. 

Since the amount of cotton grown by a farmer determines the 
amount .of, his income,. would it. not. be. logical .to .apportion. cotton 
acreage on the same basis that we pay income tax? Our income tax 
law provides a minimum living deduction before taxing a person’s 
income. In turn, why not establish a 5-acre minimum for every 
cotton farmer. Let’s at least give him a chance to stay in business 
and to make a living. 

Additional cotton acreage should be apportioned on a historical 
or cropland basis, after giving every farmer a 5-acres minimum allot- 
ment. 

The figures I have. indicate that about 40. percent: of Alabama’s 
cotton farmers had an allotment of less than 4.9 acres of cotton in 
1954. Taking the Nation as a whole, the figures indicate that about 
one-fourth of America’s cotton farmers had less than 4.9 acres of 
cotton. 

Of course, I do not want to be understood as advocating that a mini- 
mum allotment of 5 acres of cotton to every American cotton farmer 
would solve the plight of America’s small farmers. I do want to state 
that such an allotment would help out a great deal. It would give 
some stability where there is little now. 

Many of our farmers have lost their cotton allotments by being con- 
vinced that some other type of farming, such as cattle in Alabama, 
would-sobve their woes. Fhe small-farmer has now: learned that he 
cannot earn a living for his family with cattle alone. He is more inter- 
ested now in diversifying than at any other time in reeent years. 

73191—56——18 
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The 7th Congressional District of Alabama has gone heavily into 
the production of broilers. It leads all other Congressional Districts 
in Alabama in the production of broilers. It is one of the leading 
broiler-producing areas in America. 

The production of broilers on a small scale fits peculiarly well with 
the production of cotton ona small scale. In other words, our farmers 
are finding that a combination of broilers and cotton will provide 
for them a much greater economic stability than will either cotton on 
a small scale or broilers on a small scale. 

In my area of Alabama, cotton is the basic credit crop. A mortgage 
on cotton acreage is something that you can carry to the bank and 
borrow money on. But you ean’t borrow much on three-fourths of 
an acre. You gentlemen would be surprised to know how many farm- 
ers tell me that their allotment for 1956 is less than one acre. 

The farms of the 7th Congressional District are small. The land, 
by and large, is not very fertile. It is peopled, however, by a hardy 
stock of good Americans for whom we must do everything possible 
to see that they are not driven from the farm. 

Even with a 5-acre minimum allotment, our folks will have to 
continue to be on the alert for additional opportunities to produce 
more income for themselves. The production of broilers, as already 
mentioned, the production of cattle, the production of milk, the pro- 
duction of hogs and sheep, and of equal importance with any or all of 
them, nonfarm or industrial employment—all of these must be a part 
of the picture of the future of Alabama’s small farmers. 

All the rural areas of America that I know anything about are mak- 
ing some progress in the field of industrialization. That progress, 
however, is net. fast enough to absorb the people who are having to 
leave our farms on account of reduced cotton acreages that in some 
cases go so low as to close the door of hope to the small farmer. 

I know that you gentlemen of this subcommittee on the Committee 
on Agriculture are sympathetic to the plight of America’s small cotton 
farmer. I close by urging that you do the one thing that appears 
to be the most practical at this time, namely, that you provide each 
cotton farmer in America with a minimum allotment of 5 acres of 
cotton. 

I know there are many angles to the overall farm problem. I hope 
to have the privilege of appearing before you at a later date to urge 
that you freeze cotton allotments on a State-by-State basis; to urge 
that 100 percent parity price supports be provided for the first 5 
bales of cotton grown by the small cotton farmer, and to urge that 
the total acreage allotment to any State not fall below the amount 
allotted in the year 1955. 

We are told that America’s prosperity is greater now than it has 
ever been. Wages are better, dividends are lusher, industrial em- 
poment is more widespread, but gentlemen, America’s farm income 
ias fallen about 20 percent in the past 4 years. That is a storm 
signal that we must heed. 

Thank you. 

Mr. Gaturnes. Very fine. Thank you so much. We are glad to 
have you. 

We will adjourn for about 20 minutes. It will take about 20 
minutes to answer the roll and get back. 

( Brief recess.) 
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AFTER RECESS 


Mr. Gatutnes. The committee will come to order. 
Mr. Stitt, we would like to hear from you. Come forward, please. 


STATEMENT OF NELSON A. STITT, EXECUTIVE DIRECTOR OF THE 
COUNCIL FOR IMPROVED UNITED STATES-JAPANESE TRADE 
RELATIONS, WASHINGTON, D. C. 


Mr. Stirr. Mr. Chairman and members of the subcommittee, I am 
Nelson A. Stitt, a local attorney in practice before the bars of the 
District of Columbia and the Commonwealth of Virginia. 

I appear today as executive director of the Council for Improved 
United States-Japanese Trade Relations, an organization interested 
in fostering stronger and friendlier trade between this country and 
Japan, The council’s offices are in the Bowen Building, 815 Fif- 
teenth Street NW., Washington, D. C. 

In a way I am rather happy that my appearance was postponed 
from yesterday until today, because after sitting in the back of the 
room Sate for 2 hours and listening to the very convincing and elo- 
quent testimony of Mr. Jackson, of the Cotton Manufacturers Insti- 
tute, he almost had me persuaded that the American textile industry . 
was on the brink of bankruptcy, forced there by floods of imports 
from Japan. 

However, I was able to go home last night and consult my statistics 
again and I come today reassured as to the vitality of the great United 
States cotton manufacturing industry. 

My testimony deals thainty with sections 407a (2) of the proposed 
bills, H. R. 8658 and H. R. 8659, which would provide that— 

* * * the quantity of manufactured cotton products within any tariff sched- 
ule which may be imported annually into the United States shall not exceed 
150 percent of the average annual quantity of such manufactured cotton prod- 
ucts imoprted during the 2-year period 1953-54 * * * 

Indirectly, I will touch upon section 407a (1) since this section is 
in some ways closely related to the quoted provision of primary con- 
cern to our council. 

We are most sympathetic to the plight of the American cotton 
farmer who, during the past few years, has experienced a curtailment 
in income contrasting sharply with the general prosperity which has 
prevailed elsewhere in the United States. 

There may be much dispute as to the cause for the-depression in the 
great cotton-producing industriy but there is virtual unanimity in the 
conviction that ponicie must be done to buttress his vital sector of 
our economy. © * 

We seriously question, however, whether the proposed legislation 
will provide tlie needed relief. In fact, it is our contention that this 
kind of. remedy is more likely to do the cotton farmer more harm than 
good, in the long run. 

The intent of H: R. 8658 is the capture for United States raw cotton 
of a larger share of world consumption and, at the same time, the re- 
striction of these same world consumers to a smaller share of the 
United States market for cotton manufacturers. 

This seems to be a case of trying to have your cake and eat it, too. 
To treat our international trade in cotton and cotton products as a 
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special case, entirely separate from accepted United States foreign- 
trade policy—as this bill would do—would be a long step toward in- 
ternationl autarchy in the economic field. 

Furthermore, such a measure invites retaliation. If the world’s 
wealthiest .Nation—the, world’s . foremost ,trader—leads the way. in 
subsidizing exports and in imposing import quotas upon manufac- 
tured products, the other nations, of necessity will not remain far 
behind. 

Mr. Aperneruy. Is that a threat? 

Mr. Srirr. Beg your pardon? 

Mr. Aserneruy. Is that a threat ? 

Mr. Srirr. I think not, sir. 

Mr. Aspernetuy. What is it intended for, if it is not? 

Mr. Srirr. I am trying to give you our impression of what might 
happen, sir. 

Mr. Apernetuy. I guess you want to leave it in the record then? 

Mr. Srirr. I think it stands on its own merits. In fact, I believe 
it is.rather widely recognized. 

Mr. Anernetuy. All right. 

Mr. Srrrr. During the past 10 years, our Government has made 
progress, slowly and painfully, toward the attainment of international 
‘ cooperation in the interest of an expanding liberalized world trade. 
H. R. 8658 would reverse the gradual trend. Indeed, it might well 
be the impetus to a snowballing of restrictions the world over. 

In the connection, I call your attention to the following language of 
the Joint Committee on the Economic Report in its recent report on 
foreign economic policy. The well-reasoned conclusions of the Joint 
Committee apply just as cogently to the international trade in cottons 
as to trade in other commodities. 

I dovnot’plan to read all of these: But I-would highty recommend 
that the subcommittee, if it has an opportunity, would read this cap- 
sule report which I think is a most excellent one. I am speaking now 
of the Joint Committee Report on Foreign Economic Policy. 

I would like to read several, however, of the conclusions of the 
committee. 


(a) International and domestie trade afford similar advantages through 
division of labor, specialization, and mass markets; both carry the disadvantage 
of interdependence, but such interdependence is an inherent part of modern tech- 
nieal and economic organization * * * 

(0b) The United States standard of living rests basically upon our productivity, 
not upon protective measures * * * 

(c) It is hard to see why consumers should not have the right to choose such 
goods as are desired, without regard to their origin or their foreign cost * * * 

(@) Imports and exports are both important to the economy, and neither 
deserves artificial stimulation nor restraint for its own sake * * * 

(e) Tariffs are a clumsy weapon for trade protection; quotas have even 
worse economic effects; administrative protectionism may cause the greatest 
problems of all * * * 

(f) Distinction must be drawn between tlie general or national effects of 
trade competition and the specific effects on individual industries * * * 

(7g) The immediate dislocations occasioned by import competition at worst 
cannot be a major factor in the dynamic United States economy, however seri- 
ous they may -be.to-individual industries-and eommunities * * * . 

(h) There is little doubt that dollars paid for imports into the United States 
will be disposed of in ways that, will benefit United States economic 
activity *.* * 

(i) Dislocations are a normal part of economic growth; those associated with 
trade are neither more nor less important in character than those of strictly 
domestic origin, and similar remedies seem to be in order for both * * * 








COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 271] 


(fj) The Government need not refrain from gradual and selective tariff bar- 
rier reduction simply on the grounds that someone might be hurt; but it may 
wish to consider concurrent steps to ease the adjustment * * * 

(k) There will always be competitive pressures in both domestie and foreign 
trade as costs shift, technologies change, resources are discovered and used up, 
consumer tastes vary, and economic development proceeds * * * 

(1) A healthy and growing economy is the best overall antidote to the dis- 
placements of foreign competition * * * 

I have cited some of the statements of the Joint Committee on the 
Economic Report. at.some length to show that the cotton trade is not 
unique and should be considered in conjunction with the national 
interest as a whole. 

In its recommendations, the Joint Committee said: 

* * * Resort to quotas should be allowed only under extreme emergency con- 
ditions when other solutions are not available * * * . 

It is our belief that the United States cotton manufacturing indus- 
try as a whole faces no extreme emergency conditions and that those 
small segments of the industry which may have been injured by import 
competition have another available solution—the escape clause of 
section 7 of the Trade Agreements Extension Act of 1951. 

If they can produce probative evidence to demonstrate that injury 
has occurred as a result of increased imports, an administrative remedy 
is available to then under regular procedures already’ established. 

In this connection I might say that the manufacturers of cotton 
velveteens have already submitted an application to the Tariff Com- 
mission for an escape clause investigation. 

Mr. AnernetHy. May I interrupt you there? 

Mr. Srrrr. Yes. 

Mr. Asernetuy. How many instances do you know of where the 
‘Tariff Commission has made findings that imports were seriously 
injuring local industry and, after submitting them to the executive 
department, no action was taken? 

Mr. Srrrr. It has happened on occasion, sir. 

Mr. Anernetuy. Well, now 

Mr. Srrrr. And frequently, let me say. 

Mr. Apernetuy. All right. 

Mr. Srrrr. I must—— 

Mr. Aperneruy. Do you think that: that was.right or do you think 
it was wrong for them to just turn them down coldly after the Tariff 
Commission had made its findings? You are a Jawyer, you practice 
in the courts, and the court makes its findings. Do you not think that 
ought to be conclusive ? 

r. Strrr. Sir, the Tariff Commission can only investigate as to 
the question of injury. When it gets to the President, it reaches 
another sphere and the President must balance—— 

Mr. ABERNETHY. But the trouble is that you are just like everyone 
else, that when the avenue that is made available is not working and 
not functioning and not giving the relief you come back and say, “But 
nevertheless you do have that avenue, and let us not put up another 
one. 

Knowing that that avenue is one that is not going to function, you 
excuse what is happening by saying, “You do have an avenue” and you 
know and I know that there are instances where it just has not worked. 

Mr. Srrrr. It worked for the bicycle manufacturers. 
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Mr. Asernetuy. Yes, it did, but you know, a little politics gets into 
these things, sometimes; does it not ? 

Mr. Srirr. Indeed it does, sir. I would like to say this: There is 
a maxim of law that the administrative remedies should be exhausted 
before you move on to court action. 

Just as in this case, it would seem to me that if the cotton textile 
industry can demonstrate damage, let them first be denied damage 
by the regular established administrative procedure and then come to 
Congress. 

r. AperNEeTHY. That is predicated on the theory that there is no 
damage. 

Mr. Srrrr. I haven’t come to that yet but I do not think there has 
been as a whole. 

Mr. ABERNETHY. You could not and hold onto your present position 
of employment because you are employed as an attorney, drawing a 
fee, making a living to present the contrary situation. 

Mr. Srrrr. Well, sir 

Mr. Asernetuy. Therefore, your testimony has to be discounted 
to that extent. Otherwise, you do not get your fee, is that not right? 

Mr. Srirr. Let me put this in the a Of course, I am paid a 


fee. But at the same time I am here pleading for a cause and a 
principle in which I thoroughly believe. 

Mr. AserneTuy. For a cash fee and a living. 

Mr. Srrrr. But for a principle in which I thoroughly believe. If 
I did not believe in the principle I would not be here. 

Mr. Aspernetuy. That may be true. 

Mr. Srirr. As I was about to say, the cotton velveteen manufac- 


turers feel that they can produce evidence as to injury and have 
applied—— 

Mr. Aserneruy. I will not interrupt you any more, if you will let 
me say this: But you have to admit that you also have a direct interest 
in this thing; do you not? 

Mr. Sritr. Yes, sir. 

Mr. ApernetHy. So, therefore, your testimony could be discounted 
just to that extent. 

Mr. Srrrr. Well, sir, you are from Mississippi 

Mr. Asernetuy. I have an interest; I will admit that I have an 
economic interest. And I am complaining about it. It is hurting. 
It is pinching. And you have your interest. And your interest is to 
continue more of the same, so you can get more dollars as a result of 
the unfortunate things that are happening in my section. 

That is the only difference between you and me. 

Mr. Srirr. Sir, I just can’t go plone with your assumption. 

Mr. Aserneruy. I know you can’t. 

Mr. Srirr. That is because—— 

Mr. Azernetuy. That is a fact. 

Mr. Srrrr. That is, because of increasing imports the cotton farmer 
of Mississippi is being harmed. I do not believe it is the case. 

Mr. ABERNETHY. We have a ceiling of 29,000 bales, do we not? 
That is all that can be brought in; is it not? 

Mr. Srrrr. In raw form. 

Mr. AspernetHy. Why did they put on that ceiling? They put 
that ceiling on: 

Mr. Srrrr. To protect the cotton farmer. 
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Mr. AserNEeTHY. Because they found that the importation of 29,- 
001 bales would be injurious to the American farmer, did they not 
is that not right? 

Mr. Srirr. I presume. 

Mr. Asernetuy. All right. What is the difference between im- 

orting 29,001 bales of cotton and 29,001 bales of cotton goods? 
here is no difference, is there ? 

Mr. Srirr. A considerable difference, sir. There is a considerable 
difference. 

To begin with, in the 29,001 bales of cotton goods 40 to 50 percent 
of it is United States cotton. It is not foreign-growth cotton as the 
manufacturers said. It is at least 40 percent United States cotton. 

The second thing is—— 

Mr. ABerNETHY. Then the best thing for us to do would be to send 
all of this cotton over to your clients, have them make it up and send 
it back here. If it is good, why sure, just let them do it. 

Mr. Srirr. I am not straining at the point like you are. 

Mr. Anpernetuy. When are you going to stop straining? 

Mr. Srirr. I say I am not 

Mr. Apernetuy. The people—you heard them testify—they say it 
is straining, it is hurting. 

Mr. Srrrr. Could I go ahead. 

Mr. Apernetuy. All right. 

Mr. Strirr. This is an open hearing. Mr. Jackson had 2 hours to 
sit here and expound his views. 

Mr. ABERNETHY. You can have as long—until next week. 

Mr. Srirr. He had a very sympathetic hearing. All I ask is a 
hearing. 

Mr. Anernetuy. You will get it. 

Mr. Srrrv. All right. 

Now I say—I was down to the escape clause—Incidentally, Mr. 
Jackson yesterday, in enumerating the methods by which imports 
could be limited enumerated four of them but very conveniently did 
not enumerate the escape clause, because, of course, in the escape- 
clause action it is an open hearing with adverse parties. Evidence 
has to be produced as to injury. 

And another thing that disturbs me, was when you have cordially 
invited him to remit in person his petitions to the Department of 
Agriculture under section 22, in an ex parte hearing. 

Certainly, if Mr. Jackson is a most eloquent man and if you listen 
to Mr. Jackson without any rebuttal, you are going to be convinced 
to a certain extent. 

Mr. Garuines. In any event, you could prepare to follow him in 
that proceeding. 

Mr. Stitr. I am going to investigate that route, if I may,sir. They 
do not have formal hearings so far as I know on section 22 petitions 
but if Mr. Jackson is to get an open ae 

Mr. Asernetuy. I think they ought to 

Mr. Srrrr. I think so, too. 

The United States cotton blouse manufacturers think they have 
been injured by imports and perhaps they may have been. They have 
submitted an application for an escape-clause investigation. 


ave, I will say that. 
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The cotton textile industry in pre has not submitted any appli- 
cation and as far as I know intends not to do so and I think the reason 
is because they cannot demonstrate any injury. 

Mr. AsernetHy. Why did the Japanese cut back their own 
imports ¢ 

Mr. Srrrr. Because of the great concern that was being—the great 
concern and furore that was being raised in this country about their 
increasing imports. 

Mr. Azernetuy. Did you know that it had reached the point. now 
to where some of them now take a look at that little label and push it 
aside—did you know that it had reached that point in some sections 
and they say, “Do not send me any more with that label in it”? 

Mr. Stirr. We have no objection to labeling as to either the content 
or country of origin. 

Mr. Aperneruy. Do you know about the feeling that is getting 
into it? 

Mr. Srirr. I know if an American consumer of moderate means 
would prefer to buy his wife three $1 blouses than one $3 blouse he 
should have that choice. 

Mr. Asernetuy. Well, all of the same quality. They have the 
same quality, though. 

Mr. Srirr. I would suspect that the $3 bleuses are somewhat better 
in quality. But Iam noexpert on blouses, 

Mr. Asernetuy. I do not know what your fee is—I will say that 
you have a retainer of—I do not know what it is—we will just say a 
dollar a year, just to illustrate it. 

Do you think it is all right if they go hawking around and find 
somebody for 25 cents ? 

Mr. Srirr. If my clients 

Mr. Apernetuy. And the same service. 

Mr. Srrrr. Can get the same service from somebody else at a smaller 
fee than they can get it from me, I will be a surprised man to begin 
with, and they are certainly entitled to go ahead and do it. What 
is competition ? 

Mr. Sean They have that right. 

Mr. Srirr. Sure, they have. 

Mr. Poaae. I would hate to see it come to a. question when a lawyer’s 
fee was fixed and people could not employ but one lawyer. I think 
they ought to have the right to employ whoever they please. 

Mr. Srtrr. I think the consumer has the right to buy whatever 
blouse he pleases, so long as it is properly labeled. 

Mr. AnernetHuy. I am sorry I interrupted. 

Mr. Srrrr. We were talking about 

Mr. Poace. We have been listening to a dozen paid advocates all 
day yesterday. 

r. AperNnetuy. I am not attacking him because he is a lawyer. 

Mr. Poace. Mr. Jackson got his fee, 

I mean, did we not go through all of that yesterday? Was not 
Bob Jackson paid? Was not everybody here paid? 

Mr. Srrrr. I wish I got the fee Mr. Jackson must get. 

But I do not see how my fee enters into this, to tell the truth. 

Mr. Aperneruy. It does not. 

Mr. Poace. I do not see how in the world it enters into it. 
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Mr. Srrrr. I was asking the rhetorical question if the cotton textile 
manufacturing industry in general, not looking at the blouses or the 
velveteens in general, is being damaged by increased imports, why 
are they not down before the Tariff Commission for an escape-clause 
proceeding ¢ 

During the latter half of 1955, and continuing until today, the 
United States cotton manufacturing industry has generated and 
maintained tremendous pressures for administrative and legislative 
restrictions on imported cotton goods. It is true that during 1955, 
imports of cotton manufactures—and particularly those from 
Japan—saw a substantial rise. 

et in the same year, United States cotton textile production in- 
creased by 8 percent to about 111% billion square yards, and what’s 
more, according to the National City Bank of New York, profits of 
textile and apparel firms rose by 88 percent. 

Where is the “injury” or “extreme emergency conditions” ? 

Mr. Asernetuy. Was that increase in cotton textiles, you say— 
that is a production increase. 

Mr. Srirr. Of textile and apparel firms. 

Mr. AserNneTuy. Was it cotton textiles? 

Mr. Srirr. Excuse me, sir, it was in the general term “textile” and it 
probably includes the synthetics. 

Mr. AserNetrHy. I am sure it does. 

Mr. Srrrr. However, on the matter of injury, in Mr. Jackson’s own 
booklet, it shows that in 1955, the textile mill products realized 5.5 
percent after profits—this is profits after taxes, rather—5.5 percent on 
the stockholder’s equities. 

If Congress is going to set up special remedies for every industry 
in the United States that is only realizing 5.5 percent on investment 
or less, Congress is going to be very busy regulating industries. 

1955 imports of cotton textiles from Japan, including the cloth 
content of cotton products, did not exceed 170 million square yards, 
or about 144 percent of United States production. 

Is this the “flood proportions” of which the American Cotton 
Manufacturers Institute speaks? Our council firmly believes that 
the maintenance of a vigorous, dynamic domestic cotton manufac- 
turing industry—in the words of the ACMI—does not require the 
strangulation of import competition, especially when this competi- 
tion volumewise is so insignificant. 

United States cotton manufacturers themselves, I am sure, recognize 
that their real and most formidable competitor is not the importer, 
with whom they are shadowboxing so vigorously at the present time, 
but is instead the rising production of man-made fibers in their 
various forms. 

Since the prewar period, consumption within the United States 
of cotton fabrics has marked time at about 26.3 pounds per capita. 
Over the same span of years, consumption of artificial fibers increased 
from 2.7 pounds to 11.2 pounds per capita. 

The synthetic fiber industry, which has realized all of the gain 
from the increasing standard of living of the American public while 
the cotton industry has been standing still, is the actual opponent 
with whom the domestic cotton textile industry is locked in battle. 

This struggle, which is taking place every day in the market places 
of America, is the vital one. It is the one which will determine the 








276 COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 


future of cotton. Diversionary tactics, such as the current attempt 
to limit the so-called floods of imported cotton manufactures, are— 
in the opinion of our ceuncil—difficult to justify, especially when the 
floods, on closer examination, turn out to be the trickles, comparatively. 

On the other side of the Pacific, Japanese cotton manufacturers 
during 1955 considered themselves fortunate in obtaining an increas- 
ing volume of export sales to the United States. At first they were 
pleased at this opportunity for a partial participation in American 
prosperity. They were quickly disillusioned, however, as reports 
reached them that their American counterparts fiercely ebenited this 
competition from abroad. 

The cotton industry of Japan and the Japanese Government soon 
decided, in the interest of maintaining the strong friendship between 
the United States and Japan, to take steps to allay the concern of 
the United States cotton industry. 

Therefore, in December 1955, the Japanese Textile Export Council 
adopted quota ceilings of 150 million square yards of cotton fabrics 
and 21% million dozen cotton blouses to be exported to the United 
States in 1956. 

Mr. Asernetuy. That would be next year? 

Mr. Stirr. Of course, yes. They are below the peak. 

Both figures are below the level of exports to the United States in 
the latter half of 1955 and were decided upon, in a spirit of self- 
sacrifice, with the desire to avoid any rupture in the mutually bene- 
ficial trade relations which have developed during the postwar period. 

Within the overall fabric quota, an individual quota was assigned 
to cotton prints; separate quotas are expected to be established for 
velveteens and alaisieniihen 

Accompanying measures are under study to prevent evasion of the 
quotas by shipment through neighboring countries of the United 
States. The quotas are to be enforced by the Japanese Government 
through its export licensing system. 

I might say these quotas are being established on a quarterly basis, 
so that the whole quota won’t come in the first 3 months and then a 
tremendous pressure to let more in. They have been established on a 
quaterly basis and each quarter one-fourth of the annual quota is 
permitted to leave Japan for the United States. 

Mr. Asernetuoy. How permanent is that to be? 

Mr. Stirr. I cannot say, sir. The policy is established for 1956. 

Mr. Asernetuy. And it could be changed in the morning ¢ 

Mr. Strrr. I do not think so, sir. 

Mr. Avernetuy. It could be, of course, because nobody has any 
control over it here. 

Mr. Strrr. Nobody has control over it here but the Government of 
Japan and the responsible leaders of the Japanese textile industry 
have control over it in Japan. They are responsible and reliable men. 

Mr. Asernetuy. But it is fora period of a year? 

Mr. Strrr. These quotas were for a period of a year; yes, sir. 

Mr. ABERNETHY. Why just for a year? 


Mr. Srrrr. I do not know the answer to that entirely but I will say 
that at the end of the year the situation will be reexamined. Perhaps 
the quotas for the succeeding year might be established at a lower level 
if the current prosperity in the United States does not continue. You 
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would not establish a quota, a fixed’ quota, to extend over a period of 
years without considering other circumstances. 

Mr. Apernetuy. Why would it not be right and appropriate and 
fair for somebody on the other side of the problem to participate in 
what the quota should be? 

Mr. Srrrr. Well, our industry is prevented by the antitrust laws 
from entering into any arrangements of that nature with the Japanese 
industry. 

Mr. AnernNetHy. That does not answer my question, I do not think. 

Mr. Srirr. Well, our textile manufacturers cannot sit down and 
stay within the bounds of the antitrust laws, and establish any kind of 
quotas in conjunction with the Japanese textile industry. 

. ABERNETHY. I did not mean that. Go ahead, you would like to 
finish your statement, I know. 

Mr. Srrrr. The domestic cotton industry apparently is dissatisfied 
with the restraints which the Japanese industry voluntarily has 
imposed upon itself. . 

trenuous efforts are continuing to obtain the unilateral imposition 
by the United States Government of import quotas on manufactured 
cotton products, either by administrative action—e. g., the section 22 
petition to the Secretary of Agriculture—or by legislative action— 
e., g., section 407a (2) of the bills here under consideration. 

Relentless criticism of Japanese imports goes on undiminished. 
There has been no suggestion that a waiting period might be desirable 
to determine whether Japan’s undertaking is an honest attempt to 
maintain good relations. 

There has been no consideration of the possible effects upon United 
States foreign economic policy and upon world trade generally of the 
ee, of import controls on an industrial product, such as cotton 
textiles. 

The people of Japan have observed with dismay this reaction to 
what they feel was a genuine act of self-sacrifice. 

Mr. Apernetuy. What sacrifice have they made? They did not 
give up anything they had for any length of time. 

Mr. Srrrr. They gave up the opportunity, sir, for expanding their 
exports to this country. 

r. ABERNETHY. I see. 

Mr. Srrrr. A little later on I hope to demonstrate to you the utter 
necessity for Japan to extend her exports if she hopes to continue to 
exist. 

Mr. Kojiro Abe, chairman of the All Japan Cotton Spinners’ Asso- 
ciation, has expressed the Japanese sentiment as follows: 

* * * We earnestly hope that the United States textile industry will give our 
present measure their trust and support instead of viewing it with misgiving and 
criticism * * *. 

Seemingly, Mr. Abe’s hopes are in vain. 

I handed you today copies of the council’s first publication, Where 
Ts the American Farmer’s Best Export Market ?” 

T would like to request, Mr. Chairman, that this booklet be incor- 
porated in the record just as was the cotton booklet yesterday. This 
1s only eight pages. 

Mr. Gatuines. Without objection, it will go in at the conclusion of 
your statement. 

Mr. Strrr. Thank you very much, sir. 
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I would like to draw your attention to the following facts: 

(a) Japan is far and away the best overseas customer of the Ameri- 
can agricultural community in general, buying more than $400 million 
worth of farm commodities aa year; 

(6) Japan buys more raw cotton from the United States than any 
other two countries together, having purchased more than 3 million 
bales in the last 4 years; 

(c) The Japanese people annually consume more than 6 million 
hundredweight of United States rice—milled basis—and 40 million 
bushels of United States wheat; 

(d@) More than 15 million bushels of American soybeans are pro- 
cured by Japan each year ; 

(e) Since the Japanese population is increasing at the rate of more 
than 1 million persons per year and since all available agricultural 
land in Japan is already in use, the nation’s food and fiber import re- 
quirement can go nowhere but up; 

(7) Japan is an expanding market for agricultural products of all 
kinds. The Japanese deficit is complementary to the United States 
surplus. It would be most regrettable if United States import limita- 
tions, such as those provided for in H. R. 8658, were to strangle trade 
and thus prevent a natural supply-demand relationship from con- 
tinuing to develop. 

I would like to point out that during all of the fifties up until 1955, 
Japan suffered an unfavorable balance of trade with this country of 
over $400 million a year. 

In other words, they bought $400 million worth of commodities 
more from the United States than the United States bought from 
Japan. Last year, this gap was decreased to, I would say, somewhere 
between $200 million and $230 million, because of the increased imports 
from Japan during 1955 and a good part of which were cotton textile. 

The country cannot continue to maintain trade with a gap like that. 
The gap has to be filled or they will have to quit buying so much or we 
will have to give them the money to fill up the gap. 

I suggest that the best way to do it, gentlemen, is to import and 
utilize Japanese products. : 

Let us continue to examine this matter in terms both of self-interest 
and of the larger interest, which in this case are identical. First, the 
self-interest: According to the Bureau of the Census, the United 
States exported to Japan during the past 4 years a quantity of raw 
cotton valued at over $580 million—3 million bales. 

Over the same period, the value of all Japanese cotton manufac- 
tures imported into the United States did not exceed $120 million— 
111,000 bales in raw cotton equivalent. 

To jeopardize cotton expert sales of this magnitude in the interest 
of limiting the much smaller quantity of cotton goods epee 
valuewise and volumewise—might be a dubious method of advancing 
the welfare of the American cotton farmer. 

Even in 1955 when raw cotton exports to Japan were down and 
Japanese cotton textiles were up, relatively, imports represented only 
10 percent of exports in terms of raw cotton. 

Mr. Asernetuy. May I interrupt again to ask you how many bales 
of cotton Japan imported in 1955? 

Mr. Srrrr. Yes, sir. Wait until I get the right booklet, The cal- 
endar year, according to the Bureau of the Census, 622,000, You said 
1955—622,000 bales, sir. 
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Mr. Apernetuy. And how many of those came from the United 
States? 


Mr. Srirr. Pardon me, this is all from the United States. You 
mean the total? 

Mr. AserNneTHy. How many bales of cotton did they import, total ? 

Mr. Srirr. I don’t have the figure available but I batieve that the 
cotton manufacturers had it. 

Mr. Anernetiy. About 2 million bales, was it not? 

Mr. Srrrr. About 2 million bales, their figure. However, you see, 
these are crop years, and my years are calendar years. So the two 
— are not comparable but using the cotton manufactures’ table, 
which I will accept because its source is the ICAC, 819,000 bales from 
the United States out of a total of 2,142,000. 

Mr. AnernetHy. That is for what year—1955? 

Mr. Srrrr. 1955. 

Mr. ApernetHy. What about 1954? 

Mr. Srrrr. 902,000 from Japan. 

Mr. AsernetHy. From Japan? 

Mr. Srrrr. 902,000 or—pardon me, to Japan. Japan imported raw 
cotton from the United States of a total import into Japan of 
2,441,000 bales. : 

Mr. Asernetuy. All right. What about 1953? 

Mr. Srrrr. 765,000 bales from the United States, 2,065,000 total. 

Mr. Asernetuy. What? 

Mr. Srrr. I would like while we are in this, let us get 1951 and 1952 
in here, because actually in 1951 and 1952—in 1951, 60 percent of 
the cotton came from the United States. These are crop years. In 
1952, 57 percent; in 1953, 37 percent; 1954, 37 percent; 1955, 38 
percent. 

Mr. Poaer. Where does the rest of that Japanese cotton come from, 
Pakistan or Egypt? 

Mr. Srrrr. Recently, Mexico—Pakistan; Brazil, Egypt; and there 
is a large quantity here under “Others,” probably African cotton. 
A good bit of it probably was African cotton. 

have covered what I think I titled as our “self-interest.” Now 
I would like to go on to the larger interest. 

And hew is this problem related to our strategic interests? Japan 
has been forced largely by geographic circumstances to become a 
trading country and, indeed, has reached the economic position where 
she must maintain a vigorous and expanding import-export trade or 
cease to exist as a free and independent nation. 

Since continued existence of a free, independent and democratic 
Japan is one of the fundamental objectives of United States foreign 
policy in the Far East, it behooves this country to avoid steps which 
might adversely affect Japan’s balance of international payments and 
her trading vitality. 

A Japan weakened economically by externally imposed restrictions 
on her export trade cannot long maintain her status as the “northern 
anchor of our Pacific defense line.” 

Gentlemen, it is the considered opinion of the Council for Im- 
proved United States-Japanese Trade Relations that passage of 
section 407a (2) of H. R. 8658—a provision, let us make no bones 
about it, aimed mainly at Japan—would be a grievous blow at one 
of our stanchest allies in the Pacific. 
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And beyond these considerations with respect to. our relations with 
Japan, there are others. A restrictive measure upon imports such 
as this, imposed by the acknowledged leader in world trade, would, 
to put it briefly, have a demoralizing effect upon international trade 


among the free nations throughout the globe. 

I ask you to reflect long and deeply before approving proposed 
legislation that would fly in the face of long-establish nited 
States foreign economic policy. I ask you, too, to consider this in 
terms of enduring United States interests, and to weigh these inter- 
ests against the transitory benefit this legislation seeks to provide. 

(The booklet referred to is as follows :) 


WHERE Is THE AMERICAN FARMER’S BEST ExPORT MARKET? * 


This pamphlet is published and distributed by the Council for 
Improved United States-Japanese Trade Relations, Bowen Building, 
815 15th Street NW., Washington 5, D. C., an organization regis- 
tered with the Department of Justice in accordance with 22 United 
States Code 611 et seq. It is sponsored by the Japanese Chamber 
of Commerce of New York, Inc., 149 Broadway, New York, an 
association of American and Japanese firms interested in fostering 
friendly economic relations between the United States and Japan, 
and by the Japan Cotton Textile Exporters Association, 26, 
2-chome, Honmachi, Higashi-ku, Osaka, Japan. The council’s 
registration statement and copies of this publication are on file at 
the Department of Justice, where they are available for examina- 
tion by interested persons. ‘Such registration with the Depart- 
ment of Justice indicates neither approval nor disapproval by the 
United States Government of the contents of this booklet. 

The statement and statistics incorported herein are factual and 
accurate, to the best of the knowledge and belief of the Council 
for Improved United States-Japanes Trade Relations, This text 
is not copyrighted and may be used or quoted freely and at any 
length without prior authorization. Additional copies may be 
obtained by writing to the above address, until the available supply 
is exhausted. 

0 eae by Council for Improved United States-Japanese Relations, Washington, 
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JAPAN 


As a consistent and dependable export market for the products of the United 
States farmer, the record of Japan in the postwar years is unequaled. During 
the most recent 4 years 1952-55, Japan purchased United States agricultural 
commodities * of a total value of $1,605 million. No other country approached this 
figure ; the closest competitors as customers for American farm~ products. were 
the United Kingdom with a total of $1,340 million; Canada with $1,235 million ; 
and West Germany with $995 million. One of every eight units of United States 
farm production (in terms of value) leaving our shores for foreign markets is 
bound for one single destination—Japan. 


WHITHER U.S. FARM EXPORTS? 


Four year total (1952-55) by value’ 


Millions of dollars 


JAPAN UNITED: CANADA -WEST NETHER- CUBA ITALY 
KINGDOM GERMANY LANDS 


1 Source: Bureau of the Census Reports FT 420. Includes statistical categories 00, 
0, 1, 2 (excluding rubber and tires), and raw cotton in category 3. Exports for 
November and December 1955 estimated. 


2 Source: Bureau of the Census Reports FT 410. Exports for November and December 
1955 estimated as one-fifth of January—October 1955 exports. 
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COTTON 


Every fifth bale of cotton exported from the United States is purcheased by the 
cotton mills of Japan. During the 4 years 1952-55, Japanese procurement of 
United States cotton totaled over 3 million bales, a quantity roughly equivalent 
to 40 percent of the total Commodity Credit Corporation cotton inventory as of 
November 30, 1955. Combined exports over the same period to our two next best 
customers, France and the United Kingdom, did not attain this total. 

The major share of the approximate annual $150 million spent by Japan for 
United States cotton reaches the pockets of the American cotton farmer. A 
dependable buyer is “more to be treasured than a crown in heaven”—but to be 
dependable, the buyer must possess dollars, which in turn requires a means of 
replenishing his dollar supply as it is depleted. Japan earns dollars by exporting 
to the United States those commodities which she can produce most efficiently, 
including certain cotton textiles. 


U.S. COTTON FARMERS’ SALES ABROAD 
Four year total (1952-55) ' 


Millions of Bales 





JAPAN FRANCE UNITED WEST ITALY 
KINGDOM GERMANY 


* Source: Bureau of the Census Reports FT 410. Exports during November and 
December 1955 estimated as one fifth of Janvary-October 1955 exports. 
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WHEAT 


Through the years since the war, Japan has been an assured outlet for very 
substantial quantities of American wheat, another basic commodity now in sur- 
plus supply. Japan imported, during 1952-55, over 160 million bushels of wheat? 
produced in the United States, valued at more than $315 million. One sixth of 
all the wheat exported from this country is consumed by the Japanese people. 

The population of Japan is increasing at a rate of over one million persons 
per year. Since the nation’s agriculture has already attained a high level of 
productivity and all available land is in use, the food requirements of the annual 
population increment inevitably must be obtained abroad. Japan is an expand- 
ing market for wheat and other agricultural products. The Japanese deficit is 
complementary to the United States surplus; it would be regrettable if Japan’s 
ability to earn dollar income were crippled to an extent that would prevent a 
natural supply-demand relationship from developing. 


U.S. WHEAT FARMERS’ SALES ABROAD 
Four year total (1952-55)* 


JAPAN WEST YUGO- INDIA UNITED 
GERMANY SLAVIA KINGDOM 


1 Source: Bureau of the Census Reports FT 410. Exports during November and 
December 1955 estimated as one fifth of January-October 1955 exports. 
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RICE 


Rice is another basic United States farm commodity of which stocks have 
reached an alarming level. The rice farmers of Texas, Louisiana, Arkansas, and 
California increased production at a rapid pace during and after the war in an 
effort to meet the pressing needs of our rice-eating friends overseas. Now that 
the world supply has taken a turn for the better, United States rice is backing 
up, and unmanageable surpluses are accumulating. In a situation like this, 
reliable rice customers, such as Cuba and Japan, are surely welcome. 

During 1952-55, Japan purchased more than 24 million hundredweight of 
United States rice,’ valued at about $200 million. This procurement represented 
over 40 percent of total American rice exports during the period. In view of the 
eertain year-by-year enlargement of the food requirements of the Japanese 
people, there appears to be no good reason why Japan could not continue to 
absorb 2 of every 5 bags of American rice exported—if not a greater proportion— 
provided the Nation has the wherewithal to make payment. 


U.S. RICE FARMERS’ SALES ABROAD 
Four year total (1951-55)* 


Millions of Hundredweight 


JAPAN CUBA SOUTH CANADA INDONESIA 
KOREA 


1 Source: Bureau of the Census Reports FT 410. Exports during November and 
December 1955 estimated as one fifth of Janvary-October 1955 exports. 


OTHER FARM PRODUCTS 


Soybeans in Japan are used for food rather than for feed as is customary in 
the United States. The same is true of barley. During the 4 years 1952-55, 
Japan purchased approximately $240 million worth of these two commodities * 
from the United States. Over the period, more than 35 percent (60 million 
bushels) of American soybean exports, and more than 30 percent (44 million 
bushels) of barley exports, were destined as food for the Japanese people. 

Japan purchased other products and byproducts of American agriculture in 
quantity. For example, over the 4-year period, $56 million, representing 20 per- 
cent of total United States export, was spent by Japan for inedible tallow; $51 
million, 30 percent of total United States export, for raw hides and skins; and 
$12 million, 20 percent of total United States sales abroad, for nonfat dry milk 
solids. About $31 million worth of United States tobacco and products was 
purchased. 


1 Source: Bureau of the Census Reports FT 410. Exports for November and December 
1955 estimated as one-fifth of January—October 1955 exports. 
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SUMMARY 


Each year the Japanese people import and consume the following average 
quantities of commodities produced on the farms of America: * 


Japan’s annual purchase from the United States farmer * 


| | Average 
Average Pereent of |. al Tri 

Commodity Jni annual | total United — ot 
quantity | States export |° (millions) 


nae cotton ibe 1,000 bales.........- 


..| 1,000 bushels _. 
1,000 hundredweight. . 
1,000 bushels... _...... 
1,000 bushels 
Inedibie tallow... ...-...............-| 1,000,000 pounds_ 
Raw hides and skins. Thousands. 
Other -. Se! ; 


Total, all United States agri- |_......._..._____. 
cultural products. 


1 Total quetiiltieg and v: dus for 1952-55 divided by 4 4 and rounded. 
2 These are f. a. s. values and do not include costs of loading, marine insurance, or ocean transportation. 


IMPORTS OF JAPANESE COTTON TEXTILES 


The story has gained wide circulation that imports into the United States 
of Japanese cotton products are in some way harming the American cotton 
producer. While it is true that imports of Japanese cotton goods have increased 
year after year, they are infinitesimal when compared with the tremendous 
production of United States cotton mills. For instance, in 1955 Japanese im- 
ports for United States consumption, including the cloth content of cotton 
products, were estimated at 170 million square yards while American manu- 
facturers were producing approximately 11 billion square yards. 

Last year, by all indications, United States cotton manufacturers enjoyed 
a considerable measure of prosperity. Cotton consumption was up; production 
was up; sales were up; profits were up. Yet this was the year in which con- 
centrated efforts were organized to convince the American public that imported 
cotton goods from Japan were wreaking havoe upon the great United States 
cotton textile industry. This is a proposition which has yet to be demonstrated. 

For those small segments of the American cotton industry which may have 
suffered damage because of increased competitive imports, a remedy is avail- 
able under the escape clause of the Reciprocal Trade Agreements Act. A failure 
to resort to the escape clause would seem to indicate a lack of confidence that 
convincing evidence as to injury can be produced. Pressure for extraordinary 
remedies, such as import quotas legislatively imposed, in lieu of a demonstra- 
tion of injury in the proper forum, is difficult to justify. 

The logic of coupling the expansion of Japanese cotton goods imports into 
the United States with the current raw cotton surplus situation should be closely 
examined by the American cotton farmer. A steady reduction in raw cotton 
exports to destinations other than Japan, rather than any inroads by imports 
into domestic cotton textile production, would. appear to be the culprit insofar 
as shrinkage of demand is concerned. Cotton producers should not forget that 
Japan has been their most dependable overseas buyer year in and year out. 

The following chart, on page 286, compares United States exports of raw cotton 
to Japan with the raw cotton content of all Japanese cotton goods imported into 
the United States. 

Over the 4 years an average of less than 4 percent of United States raw 
cotton exports to Japan returned to this country as manufactured cotton goods. 
Even in 1955, when raw cotton exports to Japan were down and Japanese cot- 
ton textile imports were up, imports represented only 10 percent of exports in 
terms of raw cotton. On balance, the American cotton farmer benefited from 
cotton sales to Japan far more than he may have been harmed by cotton goods 
imports. 


1 Source: Bureau of the Census Reports FT 410. Exports for November and December 
1955 estimated as one-fifth of January—October 1955 exports. 
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COTTON—TO AND FROM JAPANESE MILLS 


1,000 
841 Thousands of Bales 


800 
600 
400 


200 





1952 1953 1954 1955 


Raw cotton exports to Japan.’ 








— a cotton equivalent of imported Japanese cotton goods.- - 


1 Source for raw cotton exports: Bureau of the Census Reports FT 410. Exports 
for November and December 1955 estimated as one fifth of January-October 1955 
exports. 

2 Source for raw cotton equivalent of total imports of cotton products from all sources: 
The Cotton Situation, 1956 Outlook Issue, Department of Agriculture, pp. 10-11. 
USDA's estimate of the raw cotton equivalent of 1955 imports of cotton products, 
based on the January-July monthly rate, is here revised upward from 110 thousand 
bales to 130 thousand bales because of increased cotton goods imports in the 
August-December period. Japan's share in these total imports was roughly estimated 
as the proportion of the total valve of all imports of cotton semi-manvufactures and 
manufactures represented by the value of imports in these categories from Japan. 
These values were obtained from Bureau of the Census Reports FT 420 with imports 
for November and December 1955 estimated at the same rate as October 1955. 
On this basis, imports of Japanese cotton goods represented the following proportions 
of cotton goods imports from all sources: 1952, 18%; 1953, 23%; 1954, 
28%; 1955, 46%. 

COTTON TEXTILES—-OUT AND IN 


The international trade in cotton goods is not a one-way street. Despite the 
great attention given by many United States cotton manufacturers to import 
competition in the domestic market, they have been quite successful in com- 
peting in third markets abroad against the same competition. United States 
exports of cotton products far exceed United States imports. The following 
table illustrates the relationship between exports and imports, 


United States foreign trade in cotton goods* 
[In thousands of bales of raw cotton equivalent] 


Exports Imports 198 cometh 





250 90 160 
491 58 433 
720 57 663 
647 52 505 
548 80 468 
551 84 467 
545 130 415 


2 Averag ye Cotton Situation, 1956 Outlook Issue, Department of Agriculture, pp. 10-11. 
verage 1935-39. 

3 Estimated by U. S. Department pp dew mse tertiary belly eden statistics for the first 
7 months of 1955. U.S. Department of Agriculture’s nn here mised from 110,000 bales to 130,000 
bales because of increased imports during August-December. 
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The 1955. net. export balance of 415 thousand bales in raw cotton equivalent 
was more than 2% times the prewar average—and this in a year when imports 
were at a peak level. An industry participating to this extent in the benefits of 
worldwide liberalized trade seems to be in an unreasonable position in advocating 
unilateral trade restrictions. Furthermore, it must be considered that, if the 
world’s leading trading nation imposes import quotas, other nations will not 
be far behind. The application of limitations upon imported cotton products 
by the United States might well be the impetus to start a snow-balling round 
of restrictions the world over, thereby doing the United States cotton textile in- 
dustry far more harm than good. 


JAPAN’S DILEMMA 


The foods and agricultural raw materials Japan imports from the United 
States are essential to the nation’s well-being. Year by year, as the Japanese 
population increases, these requirements inevitably become greater. 

By and large, and in the normal course, dollars are required to purchase 
American farm products. Japan’s food import needs can partially be met for 
a temporary period by procurement for yen under the terms of title I of Public 
Law 480. But this kind of purchasing is admittedly an expedient and can meet 
a mere fraction of the Japanese food-import requirement. 

The Japanese people are proud of their national independence and do not 
wish to depend upon American largesse. They desperately aspire to pay their 
own way in the world. 

To be independent and solvent, a nation—just as an individual—must be able 
to pay its debts as they become due in the ordinary course of business. To enable 
her to purchase and pay for large quantities of American agricultural com- 
modities, Japan must earn the means of payment—dollars. 

The only feasible and self-respecting way of obtaining the needed dollars is 
to export a sufficient quantity of Japanese merchandise to the United States. 
This, Japan is endeavoring to do. Her efforts have gradually met with a modest 
success; in 1955, Japan’s deficit in dollar trade with the United States was cut 
from an annual average of over $400 million in previous years to about $220 
million. 

Yet these results, which the Japanese people consider as commendable progress 
toward solvency and international dependability, are being met with increasing 
resistance within the United States. Particularly vicious have been the attacks 
upon imported Japanese cotton products, which are an important element in 
Japan’s exports to the United States, constituting 15 percent of the total in 1955. 

Hence, the dilemma—whether to continue efforts to achieve economic solvency 
or to acquiesce in the demands of special interests within the United States, 
accepting a status of subsistence living standards and economic vassalage. 

An insolvent Japan could not long maintain her position as the American 
farmer’s best customer; a solvent Japan could be an ever-expanding market for 
United States agricultural commodities. 


Mr. Gatutnes. Mr, Stitt, it did take Mr. Jackson a little longer 
than you. 

Mr. Strrr. I am not trying to compete on time, sir. 

Mr. Garutnes. Is there any additional information or data, tables 
of supplemental statement you desire to submit? If so, you may do 
so 


Mr. Sritr. There is only one thing I would like to draw your at- 
tention to, the series in his booklet that created so much interest in 
the subcommittee yesterday about United States cotton textile ex- 
ports, and imports of cotton cloth. 

It is true that this series shows that starting in 1947 to the present 
our exports of cotton manufactures, the trend has been downward, 
but something that his table does not point out, and I think that you 
should have in mind to put the thing in perspective, is that even in 
1955 the export of the United States cotton textiles was more than 
twice the average in the prewar period. 

In other words, the United States textile industry is participatin 
in a much diminished cotton trade—world cotton trade—today an 

78191—56——20 
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participating to a greater absolute quantity than prewar, even in 


The difference between cotton that we export, manufactured cotton 
‘exported, and manufactured cottons we import, the balance, in other 
words, the net balance which favors the United States has improved 
214 times since the prewar period. I speak of 1955, not of these years 
when they were remarkably high. 

Mr. Poaacs. Mr. Stitt, of course, there has been a whole lot of 
changed opinion about trade. I still like to feel that the world would 
be better off with free trade than it is with restrictions and tariffs, 
all of these regulations that interfere with the movement of goods. 
You believe it would. I think our farmers would be better off 

But I recognize our farmers cannot continue to simply sell on that 
free market, and buy in a competitive market. 

And since there has not been anybody who seemed very interested 
in trying to take care of those farmers and giving them the advantages 
that other people have, it seems that they have got to more or less 
throw in with the crowd that is using this discredited system of pro- 
tection. 

What else do you see for the farmer? How do you think the farmer 
is going to get along or what do you suggest to the farmer? 

Mr. Stirr. I was afraid of that question, sir. 

I recognize that everything I have had to say really deals with the 
trade aspect and not the plight of the cotton farmer which we all 
recognize is a bad one, 

Mr. Poace. I know, but what do you suggest for the plight of the 
cotton farmer ? 

Mr. Srrrr. I have heard suggestions by various witnesses before 
the committee here. As an economist I would be inclined to go along 
more with the suggestion of the cotton shippers, than any I have 
heard today here. 

Mr. Poace. Well, the cotton shippers suggested that you let the 
price drop not only to 75 percent of parity but then you change the 
rules of the game and make your bushel weight 72 pounds instead 
of 60 and make cotton be an inch long instead of seven-eighths, 
change the specifications and in that way drop the price another $14 
a ee a so that in effect the cotton aque propose that you have 
about a 67-percent parity support based upon what we know parity 
to be now. 

And then pay the farmer $10 a bale, which brings him back up to, 
oh, let us say, 71 or 72 percent of parity and let him sell his crop 
at somewhere between 70 and 75 percent of parity. 

That is all he can get out of it, if I understand the shippers’ proposal. 

Is that the way you understood it? ; 

Mr. Srirr. Well, I didn’t know where it would fit in the parity 
scale. I will accept your word for that. 

Mr. Poaceg. I am not trying to on it exactly—somewhere between 
70 and 75 percent of parity is all that the farmer would get out of the 


shippers’ proposal, as I understand it. 

I full well understand that would make cotton move more com- 
petitively in the world market. 

Mr. Srirr. It would give cotton a chance against the synthetics 
which I maintain are the real competitor. 

Mr. Poace. I thinkthat istrue. I think that is true. 
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Is there any advantage to the farmer to have a market for his cotton 
at less than the cost of production? What does he get for it but the 
exercise of producing it? 

Mr. Srrrr. Well, sir, of course, this is a tremendous question. If 
I knew the answer to these kind of questions I would be Secretary 
of Agriculture. 

Mr. Poace. I hope not. The Secretary of Agriculture claims to 
know the answers to these kinds of questions. 

Mr. Srirt. I think we are in a period of, I believe, one gentleman 
called it today a revolution. I think we are in a period of transition. 
In times like those, people get hurt. 

Under the present situation the small cotton farmer, unfortunately, 
who is a marginal producer, is going to get hurt. And I think the 
Government—I do not say, let him get hurt and to hell with him— 
I say the Government should step in there, either with $10 a bale 
or whatever is required to cushion the impact of the revolution upon 
him, until perhaps he can relocate himself in some other line of 
work where he can make a living. 

Mr. Poace. You are just as helpful as those people I asked the 
other day about where you would go to get those jobs. You are 
just as helpful as those experiment station men that I have asked, 
‘What other cash crop could we go to?” 

It is very easy to say some other but very hard to find what other. 
Do you have any answers ¢ 

Mr. Sritr. Well, sir, in your State of Texas it is witnessing a 
great industrial growth, as you know. You must be very proud of it. 

Mr. Poags. That is not helping my farmer, at least. 

Mr. Srirr. In a growing industrial community like that it seems 
to me there is not only room for more men but need for more men. 
Of course, I can’t say that Joe Jones—— 

Mr. Poace. That is true, the cities are growing, and the rural areas 
are all losing population, in my district in Texas. 

Mr. Srirr. Perhaps, that is just inevitable, sir, because we have 
reached a status of agricultural productivity here where we do not 
need some people on the farm to produce the products to feed the 
Nation and to feed all of our export buyers like Japan. 

Mr. Poaee. Well, then, that is the answer Mr. Benson gives us. Is 
it your answer, too, that we should eliminate a large part of these 
farmers? Is that the answer? 

Mr. Srirr. I think it is coming. Of course, I am speaking off the 
cuff here, These are all personal opinions. But I believe it is com- 
ing one way or another. 

r. Poace. It seems to me, of course, if you are gong to answer 
that the thing to do is to eliminate farmers, why then, of course, you 
arrived at one set of conclusions. 

If, on the other hand, you feel that it is worth while from the 
national standpoint to try to maintain a substantial rural population, 
even though it may not be the most desirable thing from the purely 
economic standpoint—a lot of things we do from our governmental 
standpoint, in fact, the biggest part of our budget is spent uneco- 
nomically—I have in mind what the United States is spending this 
year—I do not suppose $10 billion of it could be considered as being 
desirable economical expenditures. 
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The $35 billion we are gong to spend on military, obviously is not 
to build up our economy, is it? Yet, I am for it. And most of us 
support it. 

o we are doing a lot of things that are not out of pure economics. 

Mr. Srirr. Yes, sir. 

Mr. Poacer. I am not trying to tell you that you can produce cotton 
more economically on a 50-acre sandy post oak farm than in the San 
Joaquin Valley, but I do say from the standpoint of the Nation, from 
the standpoint of sound political setup in the Unitéd States—and I 
am not talking about party politics—from the standpoint of main- 
—— our American way of life it is worth much to maintain those 

arms. 

Mr. Srrrr. Of course, you have to add an “if” to that. If those 
farmers are not living on the verge of starvation and deprivation 
and all of the things which many of them are, apparently, how could 
it be otherwise—in other words, we do not want to say the farm you 
_ of, if the farmer is going to be purely living at subsistence 
evels. 

Mr. Poace. Might it not be desirable from the standpoint of society 
and of Government to maintain that fellow, even though it is an 
economic drag on the community ? 

We have passed minimum wage laws in this country. Obviousl 
we could get cheaper production. We could solve all of this mill 

roblem—we could solve all of this problem for these cotton mills. 
We could make them competitive with Japan or anybody else, if you 
will just drive the wages down in the United States. 

I am not advocating that as a sound method. We are told that 
wages account for almost as much as the price of cotton, do they not? 

All right, if you will just drive the wages down to the level they 
are in Japan today, American cotton mills would be plenty competi- 
tive, will they not? 

Mr. Srirr. I have heard on various occasions Mr. Barkin, who is 
with the CIO Textile Workers, and his thesis is that you do not have 
to drive down the wage, that our textile industry in 10 years will be 
able to outcompete anybody in the world on the basis of productivity. 

Mr. Poace. T ani not advocating lower wages. 

Mr. Strrr. There will not be as many cotton textile workers. 

Mr. Poace. What? 

Mr. Strrr. There won’t be as many workers because the mills will 
be fully mechanized. But we will be productive and be able to out- 
compete Japan or anybody else, according to him. 

Mr. Poace. We will be paying a higher wage, will we not? 

Mr. Srrrr. To those who work in the mills, yes. 

Mr. Poace. But you do not pay a higher price for this cotton, 
because we reduced the number—because we have reduced the number 
of kids sitting at the table here to divide the pie—we are not making 
the pieces larger, are we, for the cotton growers ? 

We are for the laborers, that is true. I think that is fine. I think 
it is fine that labor should share in the increased productivity. Why 
should not the same rule apply to the people who produce the cotton 

Mr. Srrrr. I think it does, sir. 

Mr. Poace. It does? 

Mr. Srrrr. Let me say I think it should. 

Mr. Poaer. I agree. 
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Mr. Srirr. I agree today that it does not. I am afraid that one 
reason it does not is that we have so many thousands of these un- 
economic marginal cotton producers. And I think the way for the 
future is that they are going to—no matter what we try to do for 
them—this will be a painful process for him, but they will have to be 
shifted into other lines of endeavor. 

Mr, Garuines. You would not adocate, though, the establishment 
of additional cotton mills throughout the cotton South in order to 
take the place of these fellows that are now working in the fields, 
producing cotton—you would now give them employment in the 
cotton mills—would you? 

Mr. Srirr. Well, certainly, if these mills could be established and 
economically produce, that might be an answer. I am afraid that 
there is a rather inelastic demand for textiles. 

Adding to the supply in that way really would not help. So I 
could not advocate that. 

Mr. Poage. Mr. Stitt is consistent to this extent—and nobody is 
consistent all the way around—he is consistent, of course, to the ex- 
tent of stating that his answer will eliminate uneconomic farmers. 

F Mr. Srrrr. I hate that word “eliminate”. I am not trying to liqui- 
ate 


Mr. Poage. Call it “liquidate.” 

Mr. Stirr. No, am not. That is worse. 

Mr. Poagr. Which one do you want? I don’t care. 

Mr. Srirr. Let us redeploy these cotton farmers. 

Mr. Poace. You are not going to redeploy, if you are just interested 
in letting them go. That is, I do not mean that you do not want them 
to go. But I mean your economic philosophy is that if a man can- 
not meet this competition he has no right to sit in the race, and I was 
just saying that you are consistent to the extent that you further say 
that if the American cotton mill can’t compete with the Japanese it 
has no right to sit in the race. 

I commend you on your consistency. I think that it does lead to 
that conclusion, if you adopt the philosophy that our guideposts shall 
be pure economics. I think that it leads to the philosophy you have 
expounded entirely both as to the mills and as to the producers. 

do not accept that, that economics should be the controlling fac- 
tor, for the very reason that I pointed out, we spend more than half of 
our national budget on what we know is uneconomic expenditures. 

Mr. Srirr. Mr. Poage, I do not accept it, either, the way you put 
it. Iam not saying that all decisions in life should be economic. I 
think the human and social values are far more important than eco- 
nomic values. 

Mr. Poaae. I do, too. That is the only reason I think we have got 
to make some provision to protect the farmers. 

Mr. Srirr. I think the United States Government is responsible 
to a certain extent for the plight of these small farmers. Therefore, 
it behooves the Government to do something for them. But whether 
by keeping them on those 4-acre farms I hear argued about or 4-acre 
cotton patches is going to improve their lot for the future, I just can- 
not believe it. ; 

Mr. Poacr. You do agree, if we can widen the cotton market—if 
we can make American cotton more in demand and move it more freely, 
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that will tend—and it will be a slow process, and it will give no im- 
mediate relief but that over the years it will tend to, at least, give that 
fellow chance to expand a little bit, the large and the small producers. 
That is right; is it not? The larger the market for cotton, the man 
who produces 4 acres may be able to produce 5 acres. 

Of course, he cannot do it this year, nor probably next, but at least 
that is something to hope for—to expand the American market. 

Mr. Srirr. Yes, I think—TI believe it can be done. 

Mr. Poace. While they are expanding that American market, 
though, do you believe that we can simply leave that farmer sitting 
there, squeezed down to 4 acres, in many cases less, and squeezed 
down not to the 90 percent where he has been struggling to make a 
living the last few years, but to 75 or less percent of parity? Do you 
believe that he can sit there long enough to get the advantages of 
this expanded market ? 

Mr. Srirr. No, I don’t. 

Mr. Poacer. I do not, either. Consequently, it seems to me perfectly 
clear that if you leave him sitting there, waiting for the hope of the 
expanded market at some future date, that by the time that expanded 
market comes, nobody will profit from it except the few large opera- 
tors who were able to hold on. 

Mr. Srirr. I am afraid, and I do not say this is what I wish to see, 
but Iam afraid what we are going to see is that the small operator just 
can’t continue forever, because cotton obviously can be produced far 
more productively on large farms than it can on small farms. 

Mr. Poaer. Yes. 

Mr. Srirr. So I think willy-nilly, no matter what you or I say— 
willy-nilly, the small cotton farmer is on the way out. 

Mr. Poage. Cotton can be processed in the big mill cheaper than 
in small ones, too. Maybe the small mills are on their way out? 

Mr. Strrr. Well, it looks by the mergers that I read in the daily 
News Record every day, it looks like they are. 

Mr. Poaee. And our Government has been trying to prevent that 
sort of thing for a good long time whether rightly or wrongly. We 
are the only Government in the world that does try to prevent it. We 
have been trying to prevent it for a long time. 

If we are going to give up on the small farmer, maybe we ought to 
give up on our antitrust laws, too. 

Mr. Strrr. You have a genius, sir, for putting me in a position that 
I don’t feel like I belong in. 

Mr. Poage. I did not mean to do that. 

Mr. Garutnes. Any more questions ? 

Mr. Asernetuy. I would like to ask the witness if he would be 
agreeable to export limitations being fixed in this bill in keeping with 
that which he says Japan has voluntarily agreed to? 

Mr. Srrrr. You are suggesting—in other words, instead-—— 

Mr. Asernetuy. We might amend this bill—and I am not saying 
we would—I say we might amend the bill and _ do by legislation 
what you say you would agree to and then we would 

Mr. Srrrr. Let me put it this way, maybe my client could live with 
that, let us say. Myself with my philosophy of international trade, I 
would not be appy with any kind of a limitation in the United States 
legislation. 
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Mr. Asernetuy. Of course, your philosophy of international trade 
is that the one who does the shipping or the exporting to the United 
States should be the one to have the say. If you disagree with me on 
the suggestion 1 have just now made that is bound to be your 
philosophy. 

Mr. Srirr. Let me put it this way: All of this philosophy I have 
been expounding here for about the last 15 minutes is really not the 
council’s testimony. This is my personal testimony now. 

Mr. Asernetuy. I understand that. 

Mr. Srrrr. And in response to that question, I philosophically even 
do not like the Japanese establishing export quotas. 

Mr. AperNerHy. Why? Do you think they ought to move in 
— their cheap 40—what do they pay their labor per day in those 
mills ? 

Mr. Srirr. That is a long and complicated question. I mean we 
can bandy about cash figures of 15 cents. I can assure you that in 
Japan it is a lot more—it means a lot more than 15 cents. 

r. ABERNETHY. What is it; 20 cents? 

Mr. Srrrr. The average cash wage of all workers in the textile in- 
dustry is about 15 cents right now. 

Mr. Aserneruy. Per day ? 

Mr, Stirr. Yes; but do not misunderstand me. 

Mr, Asernetuy. Wait a minute—let me find out something. Do 
you mean that every worker in Japanese textile mills is earning 15 
cents a day ¢ 

Mr. Srrrr. Pardon me, an hour—excuse me, an hour. I am speak- 
ing pously 

r. ABERNETHY. That is bad enough for an hour but for a day it is 
horrible. 

Mr. Srrrr. The average in 1954 and 1955, when I computed it last, 
in the textile mill products, was 14.6 cents. I think by now it is 
probably 15. They are unionized and going up, I might say. 

Mr, ApernetHy. How many hoursa day? What do they have, an 
8-hour day or 10 or 12? 

Mr. Stitt. That is based on an average of 197 hours per month. 

Mr. Apernetuy. What is that a day. 

Mr. Srirr. Divide that by about 23 or 24. It is hard to say, de- 
pending on the month. 

Mr. Apernetuy. About $1 a day; is that right? 

Mr. Stirr. Let ussay itis. I don’t know. 

Mr. Aserneruy. So you think 

Mr. Srirr. But I haven’t finished on that point. 

Mr. Apernetuy. Beg your pardon. 

Mr. Srirr. I mean, this is just the cash wage. There are all kinds 
of things that go into this. 

In the first place, the things that the worker needs—his food, his 
clothing, and his housing, in Japan are cheaper than they are here, 
so that in terms of real wages, don’t you see, it is more than $1 a day. 

Another thing is the textile industry traditionally provides for its 
workers noncash compensation of various kinds, like free dental 
service, free medical service, hospital care at the expense of the mill, 
you see. 

4 Mr. Apernetuy. They get the same thing here through the in- 
surance programs. They collect insurance premiums. 
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Mr. Srrrr. You really have to add that on. It has been estimated 
it would average about 15. 

Mr. AnernetHy. You would also have to add that on to the cash 
wage of the American worker, because he gets those same services. 

Mr. Srirr. Free dental ? 

_ Mr. Asernetuy. By deductions from his pay. He has the medical 
insurance. 

Mr. Stirr. He has got insurance ? 

Mr. Asernetuy. Not the dental service. 

Mr. Srirr. There is a difference, of course, between paying the 
insurance premiums and having free treatment. 

Mr. Asernetuy. What you are trying to say then is that his wage 
is a pretty good wage? 

Mr. Stirr. I am getting to that. 

The next thing is this, that in the textile mill as is probably true 
in your State, too, the large number of the employees are young 

irls. In Japan the way the wage and social structure is, these girls, 
aving no dependents, being provided with dormitories in the plant 
grounds, and provided with tickets for a vacation home once or twice 
a year, they are provided with all kinds of things—their cash wage 
is lower than a man’s cash wage at the same job because in Japan the 
wages are based not only upon what job you do but it is how many 
children do you have; how far do you have to come into work, how 

long have you been working with us, and so on. 
r, ABERNETHY. What you are trying to say is that the wages—— 

Mr. Srirr. So that the average is a misleading average. 

Mr. Avernetuy. What you are trying to say is that their wages are 
not as bad as they appear to be? 

Mr. Srirr. Right. 

Mr. ABERNETHY. But it is still bad enough so that they can undersell 
the average American shirt by at least $1 after shipping it across the 
ocean, is that not right? That is true, is it not? 

Mr. Strrr. I don’t want to call it bad, because in Japan it is good. 

Mr. Asernetuy. I will not say bad, I will say the economic status 
is such that they can still make a shirt, ship it over here, and sell it for 
an average of $1 cheaper than it can be made and sold here in the 
States ? 

Mr. Strrr. Yes. 

Mr. Anernetuy. We will not say that is bad. We will say it is 
good. 

Mr. Srrrr. Let’s not say it is either way, let us—— 

Mr. ApernetHy. We will just keep it a secret and not mention it at 
all. I did not know how to get at what you wanted metosay. I did 
not mean to be facetious but I wanted to say the right thing. 

Just a moment ago I asked you the question if you would agree to an 
export limitation being fixed legislatively as we are attempting to do 
in this bill, in keeping with what your client himself or herself, or 
themselves, has agreed to for 1956. Would you agree to that? 

Mr. Srirr. I will tell you what I would like todo. I would like to 
take that question under advisement, consult with the other members 
of our council. 

Mr. Azernetuy. I used to practice law myself, and sometimes the 
judges would take the cases under advisement. We seldom got a 
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pee opinion. I starved to death while waiting on the judges to 
and down the opinions. I cannot live and eat on an opinion that the 
judge is going to hand down in the future. You have been there, too. 

Mr. Strrr. Yes. : 

Mr. AnerNneTHy. These judges take cases under advisement then go 
on a long vacation. We will pass on. 

Mr. Stirr. I would like to say this, that I would like to consult with 
the other members of our council, and perhaps we can answer your 
question and if we can, I will see that a letter is directed to you, 
answering that question. 

Mr. Asernetuy. Tell us what you will agree to in the way of limi- 
tations on imports, so that these people will know where they stand. 
At least give them—— 

Mr. Srirr. The trouble is, however: 
| Mr. Asernetuy. No, no; wait until I get through. 

At least give them something they can look at and make their own 
plans upon and not have the clouds coming up today and then settling 
a little tomorrow and then coming a little higher the next day and 
settling a little the next, as they are now doing. 

. Stitt. Are you suggesting a fixed limit? 
* Mr. Apernetuy.. Yes. 

Mr. Stirr. Of course, what about 

Mr. Anernetuy. You have said you have already agreed to—— 

Mr. Srrrr. For 1956, sir. We must take into consideration the fact 
that the market is expanding all of the time and if you fix yourself on 
an absolute number—— 

Mr. Asernetuy. O. K., I am just going to say for 1956, and then we 
can have a stipulation in here that we will meet again for agreement 
in 1957. We might be able to fix this thing in some way where the 
industry in this country that my farmers have to depend upon—— 

Mr. Srirr. Your farmers are depending on industry in Japan, too, 
3 million bales of cotton. 

Mr. Asernetuy. They are depending on them to about—— 

Mr. Srrrr. Three million bales of cotton in 4 years. 

Mr. Garutngs. Yes. 

Mr. ApernetHy. In 4 years—we are depending on 40 million in—— 

Mr. Srrrr. Seven hundred and fifty average, let us say. 

Mr. Asernetuy. If you went into Loninees operating a textile mill 
and you had these clouds that rose every morning, I think you will 
concede you would feel a lot better if you could nail the thing down, 
even though it might be a bad nailing, but you would, at least, know 
where you would stand when you got up tomorow morning and the 
next morning and you could make your plans accordingly. __ 

Even though your quota might be one that the industry in this coun- 
try would think that they could not live with, I would like to know 
if you and your client, whom I understand are the Japanese textile 
people ould agree to amending this legislation and nailing down in 
this bill the import quotas limitations that you suggested in your own 
statement and will you give us a letter to that effect? 

Mr. Srrrr. Yes, sir; I will. 
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(The following letters were submitted by Mr. Stitt :) 


CoUNCIL FOR IMPROVED UNITED STATES-JAPANESE TRADE RELATIONS, 
Washington, D. C., February 16, 1956, 
Hon. E. C. GATHINGS, 
Congressman from Arkansas, 
United States House of Representatives, 
Washington, D. C. 

Dear Sir: At the time of my appearance, on February 8, before the Subcom- 
mittee on Cotton of the House Committee on Agriculture, I was asked a question 
by Representative Abernethy which I promised to answer by letter. Enclosed 
is a copy of the council’s reply to Mr. Abernethy, a reply sent directly to him as 
he requested. The enclosure is sent you as chairman of the subcommittee. I 
would very much appreciate your insertion of this in the record of the hearings. 

During the course of my testimony, the discussion proceeded so briskly and 
terminated so abruptly that I inadvertently failed to thank you and the other 
subcommittee members for the privilege of appearing before you. I should like 
to take this occasion to state my sincere appreciation for your most kind and 
courteous attention. 

Very truly yours, 
NeEtson A. Stirt, Executive Director. 


CoUNCIL FOR IMPROVED UNITED STATES-J APANESE TRADE RELATIONS, 
Washington, D. C., February 16, 1956. * 
Hon. THomas G. ABERNETHY, 
Congressman from Mississippi, 
The United States House of Representatives, 
Washington, D. C. 


Dear Sir: On February 8, during my testimony before the Subcommittee on 
Cotton of the House Committee on Agriculture, you asked for the position of our 
council upon the following question: Would the substitution, in H. R, 8658 and 
H. R. 8659, of the 1956 Japanese export quotas (150 million square yards of cotton 
fabrics and 2% million dozen cotton blouses) for the import quotas provided by 
the bills (150 percent of the average 1953-54 import level) be objectionable? I 
stated that we would take this proposal under advisement and that an answer 
would be forthcoming by letter. 

Assuming that import quotas inevitably will be imposed by the Unitéd States 
Government upon Japanese cotton products, the level you propose would without 
question be more equitable than the present provision of section 407a (2) of 
H. R. 8658 and H. R. 8659. But permit me to restate our position clearly: It is 
the considered opinion of the Council for Improved United States-Japanese Trade 
Relations that any legislated imposition of restrictions upon cotton textile im- 
ports would be an action not in the best interests of the United States, Japan, and 
the other trading nations of the free world. Some of the reasons for this opinion 
are outlined briefly below. 

1, The precedent which would be established by congressional passage of re- 
strictive legislation of this kind might be difficult to live with in the future. 
Other industries affected by import competition would be quick to demand a sim- 
ilar remedy—and with some justification. 

2. Legislation, once passed, tends to become frozen in a pattern of some rigid- 
ity. Changes in market conditions and in the quantity and quality of public con- 
sumption might well, and probably would, outmode legislative restrictions long 
before they could be amended. The flexibility needed to adjust to changing 
circumstances would be lost once Congress begins to exercise its unquestioned 
policymaking authority in a direct administration of business matters. Fixed 
import quotas fail to take into consideration the expanding United States market, 

8. For a number of years the United States has sought to bring about an ex- 
panding world trade with a maximum of import-export opportunities and a 
minimum of unilaterally applied limitations. This policy has had its rewards, 
both for the United States which benefited from a record commercial export level 
of $14.3 billion in 1955, and for America’s free allies, whose economies have 
grown stronger from the enlarged exchange of goods and services. For the 
United States, the acknowledged international trade leader, now to apply im- 
port quotas for the protection of one particular industry—and one which gen- 
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erally is prospering by all recognized measurements—would be a resounding 
blow at the concept of expanding trade which our Government has fostered. 
The repercussions to follow could seriously affect the trade structure which 
has been so laboriously built through the years. 

For these and for other reasons which were covered in my testimony, the 
Council for Improved United States-Japanese Trade Relations wishes to go on 
record as being opposed to United States import quotas upon any manufactured 
commodity, whether cotton textiles or other. This stand is based upon principle, 
not expediency. 

Closing on a more personal note—at the time of my appearance before the 
subcommittee, you and I had some exchanges which—as I reflect upon it—might 
be described as “heated.” If my manner of presentation was in any way offensive, 
it was unintentional and I herewith apologize. The subject was one in which I 
am intensely interested and I am perhaps at times inclined to be too direct in 
my utterances. 

Sincerely yours, 
NELSON A, Stir, 
Executive Director. 

Mr. Asernetuy. One other thing, and then I am through. 

What is the percentage of exports from Japan to the United States, 
textilewise, in 1955 as compared with 1954? 

Mr. Srirr. You are speaking of textiles as a percent of total Japa- 
nese exports to the United States? 

Mr. Apernetuy. Yes. 2 

Mr. Srirr. I think it was about 15 percent valuewise in 1955. In 
1954, it was about $23 million. I can work that out for you. 

Mr. AserNetuy. It was on the increase; it went up considerably ? 

Mr. Stirr. Indeed, it went up; of course, I am sure of that. 

Mr. Apernetuy. Did it double or treble? 

Mr. Srirr. I do not want to make guesses to go into the record. 

Mr. Apernetuy. I mean over 19544 . 

Mr. Srirr. In 1954 it was a little less than 10 percent. 

Mr. Asernetuy. Ten percent of what? } 

Mr. Srrrr. Of total J oe exports to the United States. Textiles 
and products represented, unless I am mistaken, a little less than 10 
percent of the total. 

Mr. AsernetHuy. Ten percent of the total ? 

Mr. Srrrr. Total Japanese exports to the United States, in value. 
These are based on purely census value statistics. 

Mr. AnernerHy. You are speaking of all kinds of exports? 

Mr. Strrr. I thought that is what you wanted. 

Mr. Apernetuy. I am talking about textiles. How do your 1955 
textile exports compare with 1954? 

Mr. Stirr. In 1954, they were somewhere in the neighborhood of 
between $23 and $25 million worth. 

In 1955—and this is partially estimated by me for November and 
December—lI estimated them at about $68 million. _ 

Mr. Asernetuy. That is $25 million up to $68 million. 

What was it in 1953? 

Mr. Srirr. I didn’t go back to that. It was lower than that, but 
I don’t know what. 

Mr. ApernetHy. In 1955 you bought less cotton than you did in 1954 
from the United States, did you not? 

Mr. Stirr. That is right. 

Mr. Asernetuy. And you bought 

Mr. Stitt. Japan did. 
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Me: AsernetHy. And you bought considerably less than you did in 
1953 ¢ 

Mr. Srrrr. I have got to look at some figures, too, on that. 

Mr. ApeRNETHY, You just gave them to us here awhile ago. 

Mr. Stirr. In 1954 we Neamt far more than in 1953. I mean Japan 
did. ‘ 

Mr. Asernetuy. In 1955, your big year of exports to the United 
States, you bought less cotton than you did in 1954, did you not? 

Mr. Srrrr. That is right. 

Mr. AserNetHy. You sent us more cotton? 

Mr. Stirr. Yes, but the comparison—— 

Mr. Apernetuy. Why? 

Mr. Srirr. Because Japan has to export to exist and cotton textiles 
is a very important element in their export. They can’t buy the cotton 
unless they can pay for it. 

Mr. Asernetuy. I know that. 

But the point I am making is that when 1955 came around, you cut 
down on your purchases? 

Mr. Srrrr. You know the reason. 

Mr. AserNetHY. But increased your exports. 

Mr. Srrrr. You know the reason for that as well as I do. 

Th Axsernetuy. I do not know the reason. That is a fact, is it 
not? 

Mr. Srrrrt. It had to be a fact—that is true. These Japanese textile 
manufacturers are businessmen. United States cotton is selling today 
as we all know at about 4 to 8 cents a pound less than comparable 
growths from other countries. 

Mr. Poace. You mean higher. 

Mr. Srirr. Pardon me; higher, yes, that is true. Four to 8 cents 
a pound higher than the same kind of cotton from other countries. 

So these businessmen in Japan have to look to their profits just as 
the cotton textile manufacturers here must look to their profits. 

As a matter of fact, I think in view of the disparity in price that 
Japan has done an excellent job in buying so much cotton in 1955. 

Mr. Poace. May I ask a question there? I do not want to make 
this as an argument against the legislation but I want to know the 
facts here. 

As a matter of fact, J: — is buying roughly six or seven hundred 
thousand bales per year from the United tates. 

Mr. Srirr. 765,000 on a 4-year average. 

Mr. Poage. A little less than that last year. 

Mr. Srrrr. Yes. 

Mr. Poace. Six or seven hundred thousand bales and they are send- 
ing to ~ United States the equivalent of about 150,000 bales, was 
that it 

Mr. Srrrr. 1955, we all know, was a peak year. 

Mr. Poace. Next year would probably be “peaker.” 

Mr. Strrr. No, sir. The quota limitations will take care of tha 

Mr. Poacs. We do not have them. , 

Mr. Srrrr. I think they will live with them, but, anyway, I com- 
Leet this, too, from the Department of Agriculture’s statistics, on 
this basis: 
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The Department of Agriculture has estimated that the raw cot- 
ton equivalent of all cotton products and manufactures imported into 
this country during 1955 was 130.000 bales. 

Mr. Poaee. Of all of the cotton—— 

Mr. Srirr. From all areas. 

Mr. Poacre. How much of that was from Japan ? 

Mr. Srirr. I have got to explain this how I arrived at that. I 
took the total value of that from the census statistics and the total 
value of all from Japan and arrived at a figure of 56 percent. 

In other words, 56 percent of the value of all of them—— 

Mr. Poaeer. All right. 

Mr. Srirr (continuing). Was the value of those from Japan. If 
you apply that to 130-—— 

Mr. Poacr. That is about half from Japan and half from the rest 
of the world. 

Mr. Srirr. My figure is 60,000 bales for 1955. 

Mr. Poace. All right; 60,000 bales came back to the United States 
out of the 600,000 that they exported to the United States. 

Mr. Srirr. Less than 10 percent. 

Mr. Poace. What I am getting at now is, whether we are maki 
a bad trade in trying to have American mills spin that. Obvious] Me 
we get to the point where Japan cannot get dollars, she cannot buy 
these 600,000 bales of American cotton, can she? 

Mr. Srirr. That is right. 

Mr. Poace. And she cannot get dollars unless she sells to the 
United States something, can she, unless we give them to her? 

Mr. Srrrr. Or some other dollar area like Canada or some of the 
other areas. 

Mr. Poace. If we are going to keep her out of our market they are, 
too. There is no reason for—— 

Mr. Stirr. We lead the way 

Mr. Poace. Canada inviting Japan into her market. If we will 
keep her out, to get dollars to spend back in the United States, they 
will not have them. 

at I am getting at is, might we not wind up here and find our- 
selves losing a 600,000 bale market in order to protect the American 
mills against a much smaller importation and the American cotton 
ower does not get any more, does he—if the American mill spins 
this, spins the 60,000 bales, the American mill does not buy any more 
from the American cotton grower. 

Mr. Srrrr. That is right. 

Mr. Asernetuy. I think you are overlooking this fact that the 
Japanese people so far as the purchase of cotton is concerned, this 
thing is not just confined to purchasing cotton—there is trade in all 
fields going on, but for a long time, in peacetime years, anyhow, the 
Japanese people have been buying cotton from the United States and 
exporting to us a certain quantity of manufactured cotton goods. 

ut all of a sudden, instead of continuing to ship that certain quan- 
tity of manufactured cotton goods, their exports to the United States 
take a very sudden rise and continue very suddenly to rise and no 
effort was made to cut that down until the American textile people 
started complaining. 
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Now, if the Japanese had continued to do what they were doing, it 
would merely have resulted in exchanging our domestic market of 
cotton for the export market and we would have no domestic textile 
industry. 

That is what it would result in. 

Maybe that is a little strained but it could eventually reach there. 
And it was approaching that particular point when it took that sudden 
rise. 

Mr. Serr. Sir—— ' 

Mr. Azernetuy. If they had kept their exports at approximately 
the same level this issue would never have risen. 

(Discussion off the record.) 

Mr. Asernetuy. In 1954 you purchased more cotton than you did 
in 1955, did you not ? 

Mr. Srrrr. In the crop year; yes, sir. 

Mr. Asernetuy. And you exported only about 25 percent, maybe 
less, as much cotton goods to the United States in 1954 as you did in 
1955. 

Mr. Strrr. About 30 percent, somewhere in there. 

Mr. Asernetuy. What did you do with that cotton in 1954? 

Mr. Srrrr. It was exported to other markets. 

Mr. Poace. You do not mean to tell me that the cotton you shipped 
in, in 1954, was all used up in 1954. It was exported to the United 
States in 1955, was it not? 

Mr. Anernetuy. There was overlap. 

Mr. Poacr. The cotton that you bought in 1955 is still in Japan 
very largely. 

Mr. Srrrr. I would presume so. 

Mr. Poaee. That big crop that you bought in the United States, is 
also the big crop that you shipped to the United States, but it moved 
back to the United States a little later. 

(Discussion off the record.) 

Mr. Gatuines. I wonder if there is anything further with this 
witness before we ask if there is anyone else who wants to testify. 

Do you have any further statement? 

Mr. Srrrr. That is all. Thank you very much, Mr. Chairman. 

Mr. Gatuines. Thank you very much, Mr. Stitt. 

Mr. Srirr. Thank you. 

Mr. Garutngs. I would like to ask consent to incorporate in the 
record at this point, a telegram received—— 

Mr. Poace. I move that you have consent to incorporate anything 
you want. 

Mr. Gaturnes. From the National Council of American Imports, 
Inc. 

And here is another one from Mr. A. William Gerosa, president of 
i arena Chamber of Commerce for Trade with Italy, Inc., New 

ork. 

And another one from M. J. Lovell, director counsel for the House 
Dress Institute, 112 West 34th Street, New York. 





COTTON IMPORTS, EXPORTS, AND ACREAGE ALLOTMENTS 301 


(The telegrams are as follows :) 


New York, N. Y., February 6, 1956. 
Hon. BE: G. GATHINGS, 
Chairman, Subcommittee on Cotton, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Sm: Our organization is strongly opposed to your bill, H. R. 8658, to the 
Abernethy bill, H. R. 8322, and to any similar bills that might be considered 
by your subcommittee for the purpose of imposing quotas on manufactured 
cotton products imported into the United States. As a matter of principle, 
our organization has consistently opposed the use of quotas rather than tariffs 
as a means of regulating our import trade or for needed protection of domestic 
industries. We shall always oppose any bill providing for the imposition of 
quotas on any product imported into this country. 

Resort to quotas is contrary to the long-established policy followed by all 
administrations since 1934 of doing everything possible to remove artificial 
barriers.to international trade. This wise policy is now having beneficial results. 
Trade between the countries of the free world is increasing constantly under 
conditions which are becoming more normal every year. As so well stated in 
the Senate Report 1312 by the Joint Committee on the Economic Report issued 
January 5, 1956, “Quotas imply the assignment of shares and this inevitably 
means that choices must be made among countries of supply and individual 
traders. The opportunities for favoritism, for economic strangulation, for inter- 
national hard feelings and reprisal, for personal corruption are unlimited.” If 
restrictive quotas are now imposed on cotton textiles, other countries may be 
encouraged to impose quotas on our textiles, or on anything else we export. 

In addition to the above considerations, we respectfully submit that the 
particular quotas you propose are quite unnecessary. Compared with an esti- 
mated domestic production of 10 billion square yards of cotton cloth in 1955, 
imports of countable cotton cloth in the same year were at the rate of only 
slightly more than 1 percent. In the same year, it is estimated that our cotton 
exports were five times larger than our cotton imports. We submit that these 
figures do not show any threat to comestic producers. 


NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., 
By Morris 8, RosentHat, President. 


New York, N. Y., February 7, 1956. 
Hon. E. C. GATHINGS, 


Chairman, House Agriculture Subcommittee, 
New House Office Building, Washington, D. C.: 

This association, whose members represent 85 percent of the volume of house- 
dresses, nurses’ and maids’ uniforms, housecoats, aprons, and allied garments 
production in the United States, endorses the provisions of H. R. 8658 and H. R. 
8659 calling for an annual quota on the importation of cotton-manufactured 
products equal to 150 percent of the average of the importation of such products 
during the years 1958 and 1954. 

M. J. 
Director Counsel, the House Dress Institute. 


NEw York, N. Y., February 6, 1956. 
Hon. E. C. GATHINGs, 


Chairman, House Agricultural Subcommittee, 
House of Representatives, Washington, D. C.: 


Having learned from press your subcommittee holding without notice hearings 
on bill contemplating imposition quotas imported cotton manufactures, this 
chamber voices strongest opposition to any measure which would apply to im- 
ports from Italy. Opposition based on fact that in 1954 said imports represented 
only 6 percent total United States imports and that Italian cottons higher priced 
than comparable domestic textiles and are imported for style and quality. 
Assurance our protest will be included record hearings. 

Respectfully requested. 

A. WILLIAM GEROSA, 
President, American Chamber of Commerce for Trade With Italy, Inc. 
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GREENSBORO, N. C., February 7, 1956. 
Hon. HAroip D. Coo.ry, 
Chairman, Agricultural Committee, 
House Office Building, Washington, D. C.: 


Grange believes that a healthy cotton economy depends on a substantial export 
market. Special committee has been set by National Grange to develop a long- 
range program pending the adoption of a long-range approach, the organization 
favors limited sale of surplus stocks on world market at competitive prices and 
the use of such import quotas for cotton textiles as may be required in maintain- 
ing the maximum amount of world trade without serious injury to the cotton 
farmer and industry. We also favor the enactment of legislation requiring the 
labeling of all fabrics made of cotton and/or synthetics which will show the true 
fiber content of the fabric and such amendments to the act of 1938 as will assure 
a continuous cotton-acreage-control program every year with variations from 
year to year in acreage pending on estimates of production needs. 


Harry B. CALDWELL, 
Master, North Carolina State Grange. 


Mr. Gatutnes. Is anyone else present who wants to testify ! 
(The following letter was submitted to the subcommittee :) 


NATIONAL ASSOCIATION OF FINISHERS OF TEXTILE FABRICS, 
New York, N. Y., February 14, 1956. 
Hon. E. C. GATHINGS, 
Congress of the United States, 
House of Representatives, Washington, D. C. 

Dear Mr. GATHINGS: The National Association of Finishers of Textile Fabrics 
respectfully submits this letter to record its complete support of H. R. 
specifically the section of the bill which amends the Agricultural Adjustment Act 
of 1949 to limit manufactured cotton imports to 150 percent of the average annual 
amount brought in during 1953-54. 

We are definitely in favor of the import quotas proposed in this bill as the only 
logical method for limiting the damage to our cotton economy, from grower to 
garment cutter, caused by excessive imports of low-wage, foreign-produced cotton- 
textile products, particularly those coming from Japan. 

Our members are an integral part of the domestic cotton economy. Cotton- 
finishing plants process by bleaching, dyeing, or printing the billions of yards of 
cotton fabrics woven each year from cotton grown by the American farmer. 

It is vital to our domestic cotton economy that such legislation as H. R. 8658 be 
enacted to limit the determined effort on the part of Japan, and other foreign 
textile producers, to expand their exports of cotton textiles to our domestic 
market., Unless such legislation is enacted the present increasing imports of 
cotton textiles can only result in serious damage to the cotton grower and the 
domestic textile manufacturer. 

Sincerely yours, 
J. MARSHALL COLE, 
President, National Association of Finishers of Textile Fabrics, 
Vice President, Cold Spring Bleachery, Yardley, Pa. 


Mr. Furman Smirn. Mr. Robert Wier, representing the Textile 
Waste Exchange, which represents about 95 percent of the textile 
waste industry, would like permission to file a statement in the record. 

Mr. Garutnes. Yes, sir; if you .will just turn that in to the clerk 
of the committee it will go in at this point in the record, without 
objection. 

(The statement mentioned above has not been received.) 

Mr. Garuines. If there is nothing further, we will stand adjourned. 

(Whereupon, at 4:20 p. m., the subcommittee adjourned.) 


x 














